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INTRODUCTION

The Renewable Resource Grant and Loan Program provides funding for projects that conserve, manage,
develop or protect the beneficial use of renewable resources. Governmental entities may apply to the
program to obtain funding for resource-related projects. Past projects have included the construction of
municipal water and sewer systems, irrigation system rehabilitation, reforestation, watershed restoration,
resource studies and engineering and feasibility studies for construction projects. Applications are due
May 15 of each even-numbered year. Montana Department of Natural Resources and Conservation
(DNRC) staff reviews and ranks proposals from public entities and then presents a list of projects
recommended for funding to the legislature during the regular legislative session. Recommendations for
the 2001 legislative session are contained in the report.

This biennium, grants of up to $10,000 each were available to fund the technical efforts necessary for the
development of renewable resource projects. Applications that satisfied project and applicant eligibility
criteria were funded on a first come, first serve basis.

Private entities are also eligible for both grant and loan funding for water-related projects under the
Renewable Grant and Loan Program. Montana's constitution prohibits the legislature from appropriating
funds directly to private entities. Therefore, selection of projects occurs under a different process that
involves review by DNRC staff and final approval by DNRC's director. Loan applications from private
entities may be submitted anytime during the biennium. Private grants for water resource development or
improvements, are limited to $5,000 or 25 percent of the project's cost, whichever is less.
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CHAPTER 1

The Renewable Resource Grant and Loan Program

Background

The former Renewable Resource Development Program was established by the legislature in 1975 to
promote the development of our renewable resources. Funds generated by the use of non-renewable
mineral resources were pledged toward the development of more sustainable resource-based industries.
Only governmental entities were eligible to apply for funding. Funds were provided for the purchase,
lease, planning, design, construction or rehabilitation of projects that conserved, managed, developed, or
preserved land, water, fish, wildlife, recreation, and other renewable natural resources.

The former Water Development Program was established by the Montana Legislature in 1981 to promote
and advance the beneficial use of water, and to allow Montana's citizens full use of the state's water by
providing grants and loans for water development projects and activities. Under the Water Development
Program, both governmental entities and private persons were eligible to apply for funding.

In 1993, the Renewable Resource Development Program was combined with the Title 85 Water
Development Program. DNRC's role under Title 85 was expanded to provide for DNRC's coordination of
the development of the state's renewable resources. The Resource Development Bureau of DNRC thus
assumed the responsibility of administering the Renewable Resource Grant and Loan Program as
stipulated under Title 85, part 6, MCA. Combining the two programs streamlined program administration
but did not change applicant and project eligibility criteria.

Purpose

The purpose of the Renewable Resource Grant and Loan program is to further the state's policies, set
forth in Section 85-1-101, MCA, regarding the conservation, development, and beneficial use of
renewable resources. The goal of the program is to invest in renewable natural resource projects that will
preserve for the citizens of Montana the economic and other benefits of the state's natural heritage.

Project and Applicant Eligibility

Grants and loans are available for projects that conserve, manage, develop or protect the state's water,
land, vegetation, fish, wildlife, recreation and other renewable resources. The majority of projects funded
under this program are water resource projects, but forestry, soil conservation, and solid waste projects
have received funding in the past. Project funding is available for construction, research, design,
demonstration, and planning. Watershed projects that protect and improve water quality, and projects
that help plan for the future management and protection of water sources (such as groundwater
assessment studies) have received funding in the past. Chapter 6 of this report provides more examples
of previous public grants and projects funded by the legislature.

Private Entities

Funding is also available to private entities. These applicants include individuals, associations,
partnerships, for-profit corporations and not-for-profit corporations. Funding for private grant projects is
limited. In 1999, the legislature appropriated $100,000 for grants to private entities. By law, grant funding
for a single project may not exceed 25 percent of the total estimated cost, or $5,000, whichever is less.
Statute provides that grants and loans may be made to private entities for water-related projects that
conserve, manage, use, develop or preserve the state's water. Only water related projects may be
funded. They must have quantifiable benefits that will exceed costs. Projects must also provide public
benefits in addition to any private benefits. Applicants must hold or be able to acquire all necessary lands
other than public lands and interests in the lands and water rights necessary for the construction,
operation, and maintenance of the project.
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Private grant and loan applications are managed under a process separate from state and local
government entities. Montana's constitution prohibits the legislature from appropriating funds to a private
entity directly. Therefore, funds appropriated by the legislature are used to issue individual awards to
private grantees. Criteria for the award of funds to private entities are specified in the law. Each
application is reviewed and, based on statutory criteria, funding recommendations are made to DNRC's
director. The director has final authority over grants to private entities.

Irrigation system improvement projects, such as the conversion from flood irrigation to sprinkler irrigation,
are the most common type of projects funded through private loans. Projects to convert to gravity flow
irrigation systems are another typical project. Loans have also been provided for the development and
improvement of rural water supply systems. Chapter 4 of this report provides more examples of
previously funded private loan projects. Private loans must be secured with real property. Projects that
are not water-related or that are unable to provide real property to secure a loan have not been funded.
Irrigation water users associations have applied for loans in the past but have not qualified for funding
because the association had no common property that could be offered as security.

Loans are made only to private applicants that are credit worthy and that are able and willing to enter into
a contract for a loan repayment.

Emergency Grants

Statute allows DNRC to request up to 10 percent of the funds available for grants in a biennium to use for
emergency grants. DNRC may provide grant funds for up to $30,000 for a total of $125,000 to
governmental entities to resolve water-related emergencies. Emergency funds may be granted for
projects which if delayed until the next regular legislative session would result in substantial damages or
legal liability. Requests for emergency funds are reviewed by DNRC staff and approved by DNRC's
director. Chapter 5 of this report provides information about the application for emergency assistance
received in 1997 and 1998.

Funding Limitations

The law does not impose specific limitations on the amount of grant funding that the legislature may
provide for renewable resource projects proposed by governmental entities. Grant recommendations
presented to the Long Range Planning Subcommittee by DNRC are for limited amounts. These limits are
consistent with limits imposed by the legislature in the past and have been imposed to obtain optimal
public benefit from the investment of public funds. Guidelines used to develop funding recommendations
were developed with input from the Long Range Planning subcommittee. Proposed funding levels do not
constrain the legislature's ability to appropriate grants and loans in amounts deemed appropriate based
on testimony presented in legislative hearings and consistent with current legislative priorities.

Grants to private entities are limited by law to 25 percent of the project cost. Loans to private entities may
not exceed the lesser of $200,000 or 80 percent of the fair market value of the security given for the
project.

Funding Authority

A total of $3.5 million was available over the 1999-2000 biennium for grants to public entities for
renewable resource projects. An additional $400,000 was available for grants to assist public entities in
the planning and design of projects eligible for funding under RRGLP, and $100,000 was available for
private grants. In addition to the grants authorized by the legislature, the department has authority to
provide $125,000 in emergency grants to governmental entities if delaying the project until legislative
approval can be given would cause loss of property or create legal liability. The loan program is funded
through the issuance of general obligation and coal severance tax bonds.
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Program Implementation

Part 6 of Title 85 specifies DNRC's role in the management of the Renewable Resource Grant and Loan
Program. 85-1-605, MCA, allows DNRC to make project-funding recommendations only. The legislature
approves by appropriation the actual awards of those grants and loans to governmental entities that it
finds consistent with the policies and purposes of the program. In presenting recommendations to the
legislature, DNRC provides information about each project for legislative consideration. All public grant
projects are ranked by DNRC to show the legislature the potential value of a given project compared to all
of the other grant projects requesting funds. Grant projects that do not meet minimum technical and
financial standards are not recommended by DNRC for funding. All recommendations made by DNRC
may be rejected by the legislature in favor of other considerations that it holds as higher priorities. Once
the legislature makes an award, DNRC manages the authorized grants and loans according to conditions
set out in DNRC's report to the legislature and in the legislative appropriations bill.

Acting within the limits of the authority provided by statute, DNRC provides the staffing necessary to
administer state and local government assistance rendered under the Renewable Resource Grant and
Loan Program. Each legislative session, members of the Long Range Planning subcommittee review the
funding recommendations provided by DNRC. In response, the committee provides DNRC direction for
the future.

Statute clearly prescribes DNRC's role in the administration of grants and loans to private entities.
85-1-606-614, MCA, is specific with respect to the parameters for the award of these funds. DNRC is
directed to publicize statutes and rules governing these grants and loans and to set application deadlines.
Only water-related projects are eligible. Additional eligibility criteria and the criteria used for project
evaluation are set out in 85-1-609 and 610, MCA.

Rule Making Authority

DNRC's role of administering the Renewable Resource Grant and Loan Program is limited to a
coordinating role. Limited by its authority to adopt rules, DNRC cannot expand or limit the mission of the
Renewable Resource Grant and Loan Program beyond legislative intent. DNRC does not have the
authority to limit the amount of public grants or to narrow the range of eligible grants based on DNRC
priorities. Title 85, MCA, directs DNRC to adopt rules that prescribe the application fee and content for
grant and loan applications. DNRC also determines the ranking criteria used to evaluate and prioritize
public grant applications and the process for awarding grants and loans to private entities according to
statutory criteria. DNRC authority provides for the servicing of loans and determination of the terms and
conditions for making grants and loans.

Program Goals

DNRC's goals for administering the Renewable Resource Grant and Loan Program are carried out
through the solicitation of applications; the evaluation of applications to provide the legislature with a
basis for the selection of projects that best support the purposes and stipulations of Title 85, MCA; and
the administration of grants and loans to comply with the conditions of the authorization and applicable
laws.

DNRC seeks to:

1. Inform the public and private sectors that grant and loan funding for water and other renewable
resource projects is available, that certain applicant eligibility criteria for obtaining funds exist, and
that projects that meet the purposes of Title 85, MCA, qualify for funding. To promote the program,
DNRC provides specific information:

a. about the grant and loan program to state and local government entities that are most likely to
sponsor projects eligible for funding. Information is provided through press releases, news
articles, brochures mailed directly to potential applicants, and at workshops held in communities
across the state.
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b. to targeted private entities to obtain applications for grant funds that will result in significant
public benefit. Information is provided through press releases, news articles, and direct
contact.

2. coordinate with other state and federal agencies to provide information about government funding
sources for water and other renewable resource projects, to facilitate a uniform application process,
and to award funds without duplication

3. solicit public comment and suggestions for improvements to the program through the administrative
rule making and legislative processes, during the solicitation for grant applications, and throughout
the review of projects for funding

4, evaluate grant projects on the basis of technical merit and the resource benefits established in
Statute

5. effectively administer grants and loans to ensure that funds are used for allowable costs and that
projects are executed in accordance with any conditions set by the legislature and in compliance
with Title 85, MCA, and other applicable laws without undue burden to the recipient

6. offer loans at the most affordable rates available through the sale of public bonds

7. adequately secure loans to protect the investment of public funds

8. advise the legislature concerning DNRC's efforts to effectively administer the program according to
statute and legislative intent
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CHAPTER 2

Renewable Resource Grants to Public

Application Administration and Project Review Procedures

DNRC's Resource Development Bureau accepts applications for public grants and loans that are
submitted or postmarked by May 15 of each even-numbered year. A $250 application fee is required with
each application. Exceptions are made for organizations that also provide voluntary expert review of
DNRC grant applications. Those state agencies and units of the university system or other organizations
that contribute to DNRC's extensive grant review process may request an application fee waiver.

Project Solicitation

Project applications are solicited broadly because DNRC seeks to maintain the competitive nature of the
program. Those projects that most closely meet statutory priorities rank the highest and are most likely to
rank above the cut-off point for available funding. Projects that do not rank competitively and fall below
the projected funding line are less likely to receive legislative approval.

An extensive mailing list is used to promote the program and to solicit applications from eligible
applicants. Mailing lists were originally obtained from divisions within DNRC and other state agencies.
Included are contacts from the university system, state agencies, municipalities, environmental
organizations, water users associations, irrigation districts, water and sewer districts, tribal leaders,
conservation districts and federal agencies.

To begin promotion for the 2000 application cycle, press releases were issued to announce the
application deadline. Press releases were sent to all Montana daily newspapers during December 1999.
Press releases provide general program information, a telephone number and address to request more
information, and application forms and guidelines.

In addition to direct mail and media announcements, DNRC combines forces with other state agencies to
meet locally with potential applicants. Information about a variety of state and federal funding programs is
presented collectively at public seminars for Montana's state and local government financial assistance
programs.

A substantial increase in grant and loan applications was seen from the previous biennium. In the
previous cycle, 62 applicants requested $6.9 million in grant funding. Applications for this cycle increased
to 71 grant applications requesting $6.9 million in grant funding.

The increase in the number of applications may be attributed to a variety of factors. Federal funding has
continued to decrease, and a growing pool of applicants is chasing an ever-decreasing pool of grant
funds. The increase in grant applicants may in part be the result of a more streamlined grant application
process. The grant and loan application for the Renewable Resource Grant and Loan program was
trimmed from 36 pages in 1998 to 28 pages for the current cycle. Furthermore, the program now shares
common forms with the Treasure State Endowment Program and the Community Development Block
Grant Program for five of seven sections of the application.

Information requested in the 1998 cycle application included:

= Aproposal abstract describing the project's merits

= A technical narrative to describe the proposal's purpose, project history and a description of
prior efforts; specific goals and objectives are provided, as well as a discussion of project
alternatives. Technical documentation is requested to support the technical narrative.

= Afinancial narrative and budget forms describing the funding structure

= Affordability data, used to evaluate the local financial commitment and ability to pay of
applicants that have the potential to generate revenue through fees or taxes.
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= A project management plan which outlines the steps that will be made to ensure successful
project implementation

= Adiscussion of the public and natural resource benefits achieved by the proposed project.

= An environmental checklist that provides information necessary to assess the extent of any
adverse environmental impacts that may occur as a result of the project.

Application Review

All applications received by the deadline are evaluated for completeness. Those missing documentation,
application fees or other basic requirements are notified and provided time to submit additional material.
Applications are then distributed to a team of key reviewers for evaluation. Figure 1 shows the flow of
the grant application review and ranking process.

To review applications for the 2000 cycle, DNRC assembled a technical review team of 19 key reviewers.
Key reviewers include staff from other divisions within DNRC and contracted private engineering firms.
On average, each key reviewer was asked to coordinate the review of five projects. Projects are
assigned to reviewers based on the reviewer's area of expertise. Key reviewers are given information
about the program, application materials and guidelines for reviewing applications.

DNRC's technical review team evaluates each application to ensure that the proposal is technically and
financially feasible. During project review, additional detailed technical and financial information may be
requested if necessary. With the results of their own evaluations and comments from agencies and
outside experts, key reviewers assess and document the merits of each proposal based on standard
review criteria outlined in the ranking form.

Each project is evaluated for the potential to cause adverse environmental impacts. In the event that
long-term environmental impacts could occur as a result of the project, contingencies are attached to the
funding recommendations to minimize impacts and to ensure that appropriate steps are taken to protect
the environment.

State law requires DNRC to solicit views of interested and affected parties. Local, state, and federal
agencies, environmental groups, private organizations and universities are solicited for input during the
technical review of applications. Guidelines, developed specifically for application review, are used to
provide a consistent basis for reviewing applications. Press releases are issued in Montana's daily and
weekly newspapers to also inform the general public of the projects seeking funding under the
Renewable Resource Grant and Loan Program.
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FIGURE 1
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Project Ranking Criteria

To obtain an objective evaluation of all applications, DNRC developed a standard ranking form containing
review instructions and guidelines. Each key reviewer completes a ranking form for each application to
document the merits of the proposal and the resulting score.

Each key reviewer assigns a score to reflect project merit under the following five primary categories:
@) FINANCIAL FEASIBILITY (-100 points).

Financial feasibility is determined by DNRC's technical review team, a group of experienced
individuals who evaluate the merits of similar proposals based on standard principles of finance.
The reviewers determine whether the funds necessary to complete the project are available.
They must also determine whether the costs identified in the project budget are justified.
Reviewers will evaluate the security of the other funding sources that are necessary to complete
the proposal; whether documentation of these funds is provided; whether the security required to
support a loan requested in conjunction with the grant exists and is sufficient; and whether
matching funds are in-kind contributions or another form of soft match.

(2)  ADVERSE ENVIRONMENTAL IMPACT (-100 points).

DNRC will review the environmental narrative and checklist submitted with each application to
identify the seriousness of any potential environmental impacts. If any adverse effects would
result from a project, those impacts are evaluated against the environmental benefits of the
project. DNRC will also consider the effectiveness of measures to mitigate adverse impacts.
Points are deducted incrementally depending on the seriousness of any adverse impacts. If the
adverse environmental impacts of the project outweigh the environmental benefits, the proposal
could lose a maximum of 10 points. Points for environmental benefits are not awarded in this
category.

©) PROJECT MANAGEMENT AND IMPLEMENTATION (-100 points).

Each application is evaluated on the basis of the following criteria. Deficiencies in the project
management plan will result in the loss of points.

= Has the applicant identified the staff required necessary for successful project management?

= |s there adequate funding in the project budget to effectively manage the project?

= Could any hurdles in project management or coordination with public or private entities
prevent successful project implementation?

= Has the applicant identified a strategy for integrating public input into project development
and implementation?

= Has the applicant identified a strategy for managing consultants or contractors responsible
for the completion of major project tasks?

(4)  TECHNICAL MERIT (400 POINTS)

Standard principles of engineering, research and program development are used to evaluate a
proposal's technical merit. Coordinating agencies must indicate that a project meets the
standards and complies with state law. Applicants also must either hold or show the ability to
acquire all of the land and water right interests necessary to implement the proposal. Proposals
that use commonly accepted technology and are not experimental efforts are more competitive
than those that use a more experimental type of technology to solve a common problem.
Proposal time lines must be reasonable and well documented. Up to 400 points are awarded to
an application under the technical merit category.
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(5) RENEWABLE RESOURCE BENEFITS (600 points).

Renewable Resource benefit criteria are based on Montana statutes. Up to 600 points may be
awarded, depending on the degree to which these tests apply.

A. Resource Conservation, Management, or Protection (300 points)

W|II the project:
Result in a quantifiably significant contribution to renewable resource conservation or
management that protects existing uses and ensures adequate future supplies of renewable
resources for domestic, agricultural, industrial and other beneficial uses? (75 points)

= Protect or preserve resources such as land, air, water or wildlife, to ensure the long-term
quality of Montana's renewable resources? (75 points)

= Develop a renewable natural resource to provide future benefits to Montanans? (75 points)

=  Support prior project phases or activities implemented as part of an ongoing program in
support of renewable resource conservation and management? (75 points)

B. Renewable Resource Enhancement (200 points)

Does the project:

= Develop natural-resource-based recreation? (40 points)

= Develop off-stream or tributary water storage? (40 points)

= Improve water quality and/or water-use efficiency, including the installation of measuring
devices? (40 points)

= Advance farming practices that reduce agricultural chemical use? (40 points)

= Support the development of state, tribal, or federal water projects? (40 points)

C. Citizen Benefits and Support (100 points)
W|II the project:
Provide a quantifiable benefit or service to the public?
= Have multiple uses?
= Receive documented citizen support?
= Provide new, permanent jobs?
= Affect a large number of people in Montana?

After each key reviewer determines the score for assigned projects, all of the key reviewers and the
bureau chief meet to discuss the projects and scores proposed. During this process, the key reviewer
gives a short presentation about each project reviewed and the score given. After all the projects are
presented, the individual scores for each category on the scoring sheet are discussed. The team then
decides the scores each project should receive in relation to all projects. Discussion by the team reduces
inconsistencies between scores given by individual reviewers. Final team scores are recorded on a
ranking spreadsheet to document the ranking process.

DNRC's ranking system is used to determine the relative merit of every proposal submitted for grant
funding. Ranking scores are used as a guide for the staff to select projects that best serve the program's
objectives as stipulated by statute and to summarize information for DNRC's director. Proposal
recommendations are presented to the Governor for grant funding in the order DNRC staff ranks them.
Ranking scores are not binding. Either DNRC's director or the Governor may make any adjustments to
the recommendations prepared by DNRC deemed necessary to reflect their assessment of natural
resource and other policy priorities. Based on the Governor's priorities, an appropriations bill is drafted
and introduced to the legislature. Actual funding decisions are made by the legislature. Not bound by
DNRC's review criteria or the Governor's final ranking, the legislature ultimately will authorize funding for
the projects in the order of priority and in the amounts that it judges will best serve the state.

Funding Recommendations:

All feasible grant requests are ranked according to standard criteria to select those that most efficiently
use the state's natural resources in accordance with statutory guidelines. Then, in conjunction with its
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recommendation for funding priorityy, DNRC makes its recommendations concerning the amount of
funding to be awarded each project (see Figure 2).

With the Governor's approval, final funding recommendations are presented to the legislature as part of
this report. These recommendations do not impose any limit on the amount of funding the legislature may
provide to any governmental entity for a single grant project.

Although grant funding for public projects is not limited by statute, in the past the legislature has limited its
grant funding awards to a maximum of $100,000 per project. This policy reflects the legislature's interest
in providing funding for a large number of grants. This policy prompts the leveraging of additional grants,
loans and in-kind services and provides for greater geographical distribution of limited grant funds.

Project Management

After an appropriations bill is enacted to authorize grants and loans, DNRC notifies the applicants of their
funding status. Sponsors of funded projects are reminded that work on their projects may not begin prior
to entering into a grant or loan agreement with DNRC. DNRC does not reimburse any project costs
incurred before the legislative authorization is given or before a formal funding agreement is executed.

Project Monitoring

Procedures for monitoring projects are driven by a project grant contract agreement between DNRC and
the project sponsor. The equivalent of two full-time staff administers the 40 or more active construction,
planning, research, and public information grants.

Site visits are made to all municipal water and sewer projects in the construction phase and to
approximately 50 percent of all other projects. Site visits are made to spot check for problems or to
respond to a request for assistance from the project sponsor. Budget and staffing constraints preclude
DNRC's site involvement at every project site.

Grant agreements, as with contract instruments used for DNRC's other state and federal grant programs,
require quarterly progress reports, expenditure reports, and a final report. During a project's contract
term, the project sponsor must submit quarterly reports to DNRC. These reports must reflect the
percentage of the project completed, the project costs to date, any problems encountered, and the need
for any agreement amendment. Projects are closely monitored each quarter when quarterly reports are
submitted. Program staff document decisions and conversations that affect ongoing projects, make notes
to the file, and document important conversations with correspondence. Amendments to grant
agreements are prepared and issued in response to any problems that require changes to the project's
time line or budget.

Project sponsors submit claims and obtain reimbursement of allowable costs from DNRC. Invoices may
be submitted monthly, and all costs must be supported by an invoice or receipt. DNRC withholds
payment of 10 percent of the grant amount until all contract requirements are met and the grant is closed.

Project Evaluation

Through its ongoing monitoring efforts, DNRC evaluates grants funded under the Renewable Resource
Grant and Loan Program. Upon project completion, DNRC requires submission of a final project report to
document project history and the quantifiable results of the expenditure of grant dollars. This report
summarizes grant expenditures, documents the work accomplished, and compares project objectives as
presented to the legislature with the final project results. Evaluation of the project through a final project
report enables DNRC to measure how well the projects implement the program goals of developing,
managing, and conserving Montana's renewable resources. Projects are considered successful if they
complete the scope of work outlined in the grant agreement.
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FIGURE 2

RANK SPONSOR RECOMMENDED [ RECOMMENDED
GRANT FUNDING | LOAN FUNDING
1 MT Dept. of Natural Resources and Conservation $100,000 988,772
Bair Dam Rehabilitation
2 MT Dept. of Natural Resources and Conservation 100,000 494,041
Nevada Creek Dam Rehabilitation
3 MT Dept. of Corrections Correctional Enterprises Ranch 100,000
Rehabilitation of Prison Ranch Dams
4 | Canyon Creek Irrigation District 100,000
Wyant Lake Dam Rehabilitation
5 [Canyon Creek Irrigation District 100,000
Canyon Lake Dam Rehabilitation
6 Alder Water and Sewer District 100,000
Wastewater System Improvements
7 Flathead Basin Commission 99,697
Implementation of the Flathead Basin Voluntary Nutrient Reduction
8 [Cascade County Conservation District 99,230
Sun River Valley Ditch Co. Water Conservation and Quality
Improvement Project
9 [Virginia City, Town of 100,000
Wastewater Treatment System
10 [Whitefish County Water and Sewer District 100,000
Reuvisit to the Limnology of Whitefish Lake
11 |Florence County Water and Sewer District 100,000
Wastewater System Improvements
12 [Bitterroot Irrigation District 100,000
Water Use and Water Quality Improvement Project Phase |
13 [Manhattan, Town of 100,000
Wastewater System Improvements
14 |Glen Lake Irrigation District 94,500
Therriault Creek Point of Diversion Infrastructure and Fish Habitat
Improvement Project
15 |Whitefish, City of 100,000
Wastewater Aeration System Improvements and Lagoon Solids
Removal Project
16 |Ruby Valley Conservation District 98,352
Lower Ruby Valley Groundwater Management Plan
17 |Charlo Sewer District 100,000
Wastewater System Improvements
18 |Whitewater Water and Sewer District 100,000
Wastewater Systems Improvements
19 |Glasgow Irrigation District 100,000
Vandalia Diversion Dam Rehabilitation Phase li North Bridge Pier
20 |Geraldine, Town of 100,000
Water System Improvements Phase |
21 |Ashland Water and Sewer District 100,000
Wastewater System Improvements
22 | Milk River Project Joint Board of Control 100,000
Saint Mary River Siphon Repair Phase I
23 |Stanford, Town of 100,000
Wastewater System Improvements
24 |LaCasa Grande Water and Sewer District 100,000
Water Supply and Distribution System
25 |Clyde Park, Town of 100,000
Water System Improvements
26 |Nashua, Town of 100,000
Wastewater System Improvements
27 |Park City/County Water and Sewer District 100,000
Wastewater System Improvements
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RANK SPONSOR RECOMMENDED [ RECOMMENDED
GRANT FUNDING | LOAN FUNDING
28 |Lower Willow Creek Drainage District 100,000 1,350,000
Lower Willow Creek Dam Rehabilitation
29 |Deer Lodge, City of 100,000
Clark Fork River Water Quality Protection Project
30 |[Lewis & Clark Conservation District 98,636
Willow Creek Water Quality Improvement Project
31 |Hot Springs, Town of 100,000
Water System Improvements
32 |Wisdom Sewer District 100,000
Wastewater System Improvements
33 |Teton County 99,014
Burton Bench Aquifer Evaluation
34 |ElIk Meadows Ranchettes County Water District 100,000
Water System Improvements
35 [Carbon Conservation District 57,200
Whitehorse Ditch Reorganization
36 |Choteau, City of 100,000
Water System Improvements
37 |Beaverhead County 100,000
Big Hole Watershed Management Project
38 |Hobson, Town of 40,000
Water Exploration
39 |Missoula, City of 100,000
Rattlesnake Stream Restoration and Flood Control Project
40 |Lockwood Water and Sewer District 100,000 3,300,000
Wastewater Collection System
41 [Stillwater County Commissioners 98,870
Improving Soil Productivity and Water Quality in South Central
Montana Through Land-use Changes
42 [Whitefish, City of 58,650
Whitefish City Beach
43 [Hill County 100,000
Beaver Creek Dam Rehabilitation
44 [Helena Valley Irrigation District 100,000 188,400
Fixed Wheel Gate and Hydraulic Cylinder Repair
45 |Hinsdale Water and Sewer District 100,000
Wastewater System Improvements
46 |Richey, Town of 100,000
Water System Improvements
47 | Charlo Water District 100,000
New Water Well
48 [MT Dept. of Natural Resources and Conservation 100,000
Seepage Monitoring Program (DNRC)
49 [MT Dept. of Natural Resources and Conservation 100,000
Seepage Monitoring Program (FWP)
50 |Laurel, City of 99,991
Groundwater and Salinity Management Feasibility Study
51 |Montana State University 100,000
Married Student Housing Irrigation Project
52 |Glen Lake Irrigation District 100,000
Costich Drop Improvements Project
53 |Malta Irrigation District 68,290
Replacement and Modification of Check Structures
54 | Scobey, City of 67,605
Wellfield Rehabilitation Study
55 |Power-Teton County Water and Sewer District 100,000
Water System Improvements
56 |Butte-Silver Bow 27,919
Elimination of Combined Sewers
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Basin Creek Dam #1 and #2 Site Improvements Projects

RANK SPONSOR RECOMMENDED [ RECOMMENDED
GRANT FUNDING | LOAN FUNDING
57 |Great Falls, City of 100,000
Yard Waste Management Facility
58 |Lambert County Sewer and Water District 100,000
Water System Improvement Project
59 |Park County Conservation District 100,000
Wildlife Assessment: Governor's Upper Yellowstone River Task
Force Cumulative Effects Investigation
60 |Troy, City of 99,970
Water System Improvements
61 |Butte-Silver Bow Local Government 100,000

TOTAL FUNDS RECOMMENDED

$5,938,468.00

$6,321,213.00

Projects Below This Line Were Not Recommended for Funding

Circle, Town of No Funding
Water Reclamation Project

Colstrip, City of No Funding
Water System Improvements

MT Dept. of Natural Resources and Conservation No Funding
Montana's Water Resources in the 20" Century: A Reference

Guide

MT Dept. of Environmental Quality No Funding
Bertha Tailings Reclamation Project

MT Dept. of Environmental Quality No Funding
Snowshoe Mine Reclamation Project

Essex Water and Sewer District No Funding
Water System Improvements

Jordan, Town of No Funding
Water and Wastewater System Improvements

Kalispell, City of No Funding
Water and Sewer Utility Extension Project

Lewis & Clark Conservation District No Funding
Nilan Dam Repair and Irrigation Efficiency Project

Lima, Town of No Funding

Water System Improvements
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Project No. 1

Applicant Name: Montana Department of Natural Resources and Conservation
Project Name: Bair Dam Rehabilitation
Amount Requested: $ 100,000 Grant
$ 988,772 Loan
Amount Recommended: $ 100,000 Grant
$ 988,772 Loan
Other Funding Sources: $1,261,228 Broadwater Hydropower Earnings
$ 124,684 In-kind Contribution
Total Project Cost: $2,474,684
Project Abstract: (Prepared and submitted by applicant.)

Bair Dam is a "high-hazard" earthen embankment located in Meagher County near the town of
Checkerboard on the North Fork of the Musselshell River. The dam is owned by the Department of
Natural Resources and Conservation (DNRC) and is managed by the State Water Projects Bureau. The
dam is classified "high-hazard" because of the potential for loss of life below the dam, should the dam fail.

Bair Dam was completed in 1939. The spillway is in poor structural condition and incapable of routing
required inflow design flood for a dam of its size and hazard classification. The rock cut slope above the
existing spillway is unstable and debris has fallen into the spillway since the original construction. The
dam's existing outlet structure has also deteriorated significantly. A reservoir level restriction was
permanently implemented in the spring of 1997, until such time that the spillway is repaired to meet Dam
Safety Program requirements.

The purpose of this project is to rehabilitate Bair Dam to reduce the potential for loss of life due to
catastrophic failure and to maximize the storage capacity of the reservoir for the beneficial use of
Montana's citizens. The rehabilitation will consist of spillway and outlet structure replacement and slope
stabilization above the spillway.

The funding in this request would be used to help pay for rehabilitation construction costs. DNRC is
requesting a grant in the amount of $100,000 and a loan in the amount of $988,772 to contribute to the
overall project. The estimated total cost of the project at the feasibility stage is approximately $2.47
million, including in-kind contributions. Additional sources of funding for the project will include the
Broadwater Hydropower Earnings as authorized by the Legislature.

Technical Assessment:

Project Background:

Bair Dam is located in Meagher County near the community of Checkerboard on the North Fork of the
Musselshell River. Bair Dam was constructed in 1939 and is owned by DNRC. The Upper Musselshell
Water Users Association (UMWUA) operates the dam and supplies water to 54 downstream water users
who irrigate about 22,000 acres. Bair Dam also provides recreational opportunities to area anglers and
boaters. Bair Dam has been classified as a high-hazard dam under the Montana Dam Safety Act. The
spillway is in poor structural condition and is incapable of routing the required inflow design flood. The
outlet structure has deteriorated and is in poor condition. The rock cut slope above the spillway is eroding
and unstable. As a result of these problems, a restriction has been placed on the volume of water that
can be safely stored in the reservoir. The proposed rehabilitation will correct the current deficiencies with
the dam and restore the dam'’s original storage capacity.
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Technical Approach:

The goals of the proposed rehabilitation project include:

1. Restore the dam’s original storage capacity, which will conserve state water resources and maintain
existing recreational opportunities.

2. Prevent potential loss of life and economic hardship associated with dam failure.

3. Extend the dam’s useful life for another 50 to 70 years.

The goals will be met by constructing a new dam spillway that meets Montana Dam Safety Act standards,
replacing the existing outlet structure and improving slope stability adjacent to the new spillway. DNRC
has completed a feasibility study that evaluated several alternatives for correcting problems with the dam.
This study determined that the proposed rehabilitation project was the most cost-effective and
environmentally acceptable solution, and that the project as proposed will comply with current standards
and regulations. Permitting of the proposed project is relatively straightforward. The project should be
simple to implement and complete within the proposed schedule.

Project Management:

It is anticipated that the proposed dam rehabilitation project will be completed using the traditional design-
bid-build sequence. The DNRC State Water Projects Bureau will manage and oversee this project. A
qualified engineering consultant selected in conformance with state laws and regulation will complete the
design and provide construction administration. A single prime contractor selected through a competitive
bidding process will be responsible for project construction. DNRC staff will be responsible for obtaining
all necessary construction and environmental permits. DNRC personnel will also be on-site during
construction to oversee all dam and spillway rehabilitation activities.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $124,684 $124,684
Professional &

Technical $100,000 $0 $183,440 $283,440
Construction $0 $988,722 $1,077,838 $2,066,560
Total $100,000 $988,722 $1,385,962 $2,474,684

The budget appears to be sufficient to fund the proposed project. Material, labor and equipment costs
used to develop the budget appear to be reasonable and adequate. The costs of the various alternatives
evaluated in the feasibility study appear to have been developed in a consistent manner, and the
proposed project was determined to be the most cost-effective alternative.

The proposed funding package appears to be a reasonable mix of state and local funds. In addition to
the requested DNRC grant and loan funds, DNRC has requested Broadwater Hydropower Earnings
through the Executive Planning Process (EPP) and will provide an in-kind contribution by assuming
administrative and management responsibilities for the project. The EPP request will be considered
during the 2001 legislative session, as will the RRGL grant and loan applications.

DNRC and UMWUA have entered into an agreement requiring UMWUA to contribute about $76,000 per
year in local funds to repay the DNRC loan. Based on a total of 21,718 acres of irrigated land, this will
result in an increase in the existing operation and maintenance charge ($3.50 per acre-foot) of about
$3.50 per acre-foot, for a total water use charge of $7.00 per acre-foot. An economic study of agricultural
operations impacted by the proposed project estimated the net value added per acre by irrigation at
$69.30. The proposed increase in operation and maintenance charges appears to be reasonable when
compared to the estimated increase in crop value resulting from the availability of irrigation water. In
addition to the proposed increase in the yearly operation and maintenance charge, UMWUA has agreed
to contribute $247,193 in reserves as a loan coverage amount upon closing of the DNRC loan.
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Benefit Assessment:

The project will provide direct, quantifiable benefits. The rehabilitation of the proposed project will restore
the dam’s capacity to store surface water during periods of high flow to be used later to about 22,000
acres of cropland. The proposed project will also minimize potential loss of life and property damage
associated with possible dam failure. In addition, the project will enhance water based recreation
opportunities on the reservoir.

Environmental Evaluation:

The majority of the adverse environmental impacts normally associated with the construction of dams
(flooding of agricultural land, loss of riparian habitat and wetlands, etc.) occurred more than 60 years ago
as the result of the original dam in 1939. Rehabilitation of the Bair Dam will maintain current
environmental conditions. Long-term environmental impacts would be minimal. Short-term impacts due
to rehabilitation activities such as dust, noise and stormwater runoff will be relatively minor and are more
than outweighed by the project benefits.

Funding Recommendation:

DNRC recommends grant funding of $100,000 and loan funding of $988,772 upon DNRC approval of a
project scope of work, administration and budget. Reduction in either the requested grant or loan funds
would require either an increase in the EPP request for Broadwater Hydropower Earning to be allocated
to this project, or an increase in the amount of funds being contributed by UMWUA. Increasing the EPP
request could adversely impact other projects requesting such funds. An increase in the UMWUA
contribution would require further increasing the proposed water charges. Such an increase may be
beyond the payment capability of the water users.

Project No. 2

Applicant Name: Montana Department of Natural Resources and Conservation
Project Name: Nevada Creek Dam Rehabilitation
Amount Requested: $ 100,000 Grant
$ 494,041 Loan
Amount Recommended: $ 100,000 Grant
$ 494,041 Loan
Other Funding Sources: $1,505,959 Broadwater Hydropower Earnings

$ 500,000 Water Storage Account
$ 123,154 In-kind Contribution

Total Project Cost: $2,723,154

Amount Recommended: $ 100,000 Grant
$ 494,041 Loan

Project Abstract: (Prepared and submitted by applicant.)

Nevada Creek Dam is a "high-hazard" earthen embankment located near Helmville in Powell County.
The dam is classified "high-hazard" under the Montana Dam Safety Act guidelines because of the
potential for loss of life below the dam, should the dam fail. Nevada Creek Dam was completed in 1938.

The dam is owned by the Department of Natural Resources and Conservation (DNRC) and operated by
the Nevada Creek Water Users Association. The spillway concrete is severely deteriorated and may not
be able to safely route the required inflow design flood for a dam of its size and hazard classification. The
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dam has experienced high levels of seepage since it was constructed. Past grouting programs were
unsuccessful in reducing seepage.

The purpose of this project is to rehabilitate the Nevada Creek Dam to reduce the potential for loss of life
due to catastrophic failure and to maximize the storage capacity of the reservoir for the beneficial use of
Montana's citizens. Project rehabilitation will consist of spillway replacement, outlet tunnel extension and
installation of a seepage collection system.

The funding in this request would be used to help pay for rehabilitation construction costs. DNRC is
requesting a grant in the amount of $100,000 and a loan in the amount of $494,041 to contribute to the
overall project. The estimated total cost of the project at the feasibility stage is about $2.72 million,
including the DNRC in-kind contribution. Additional sources of funding for the project would include the
Water Storage Account and Broadwater Hydropower Earnings.

Technical Assessment:

Project Background:

Nevada Creek Dam is located in Powell County near the community of Helmville. Nevada Creek Dam
was constructed in 1938 and is owned by the Montana Department of Natural Resources and
Conservation (DNRC). The Nevada Creek Water Users Association (NCWUA) operates the dam and
supplies water to 15 downstream water users who use the water to irrigate about 13,000 acres. The dam
also provides recreational opportunities to area anglers and boaters. Nevada Creek Dam has been
classified as a high-hazard dam under the Montana Dam Safety Act. The spillway is in poor structural
condition and is incapable of routing the required inflow design flood. The outlet structure has
deteriorated and is in poor condition. The dam has experienced high levels of seepage since it was
constructed. As a result of these problems, in 1981 the U.S. Army Corps of Engineers declared the dam
to be “unsafe.” The proposed rehabilitation will correct the current deficiencies with the dam and return
the dam to a safe condition.

Technical Approach:

The goals of the proposed rehabilitation project include:

1. Restore the dam to a safe condition, which will conserve State water resources and maintain existing
recreational opportunities.

2. Prevent potential loss of life and economic hardship associated with dam failure.

3. Control excessive and chronic seepage through the dam.

4. Extend the dam'’s useful life for another 50 to 70 years.

The goals will be met by constructing a new dam spillway that meets Montana Dam Safety Act standards,
rehabilitating the existing outlet structure and constructing a seepage collection and control system.
DNRC has completed a feasibility study that evaluated several alternatives for correcting problems with
the dam. This study determined that the proposed rehabilitation project was the most cost-effective and
environmentally-acceptable solution, and that the project as proposed will comply with current standards
and regulations. Permitting of the proposed project is relatively straightforward. The project should be
simple to implement and complete within the proposed schedule.

Project Management:

It is anticipated that the proposed dam rehabilitation project will be completed using the traditional design-
bid-build sequence. The DNRC State Water Projects Bureau will manage and oversee this project. A
qualified engineering consultant selected in conformance with state laws and regulation will complete the
design and provide construction administration. A single prime contractor selected through a competitive
bidding process will be responsible for project construction. DNRC staff will be responsible for obtaining
all necessary construction and environmental permits. DNRC personnel will also be on-site during
construction to oversee all dam and spillway rehabilitation activities.
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Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $123,154 $123,154
Professional &

Technical $100,000 $0 $50,965 $150,965
Construction $0 $494,041 $1,954,994 $2,449,035
Total $100,000 $494,041 $2,129,113 $2,723,154

The budget appears to be sufficient to fund the proposed project. Material, labor and equipment costs
used to develop the budget appear to be reasonable and adequate. The costs of the various alternatives
evaluated in the feasibility study appear to have been developed in a consistent manner, and the
proposed project was determined to be the most cost-effective alternative.

The proposed funding package appears to be a reasonable mix of state and local funds. In addition to
the requested DNRC grant and loan funds, DNRC has requested Broadwater Hydropower Earnings and
Water Storage Account funds through the Executive Planning Process (EPP) and will provide an in-kind
contribution by assuming administrative and management responsibilities for the project. The EPP
request will be considered during the 2001 legislative session, as will the RRGL grant and loan
applications.

The DNRC and the NCWUA have entered into an agreement requiring the NCWUA to contribute about
$38,000 per year in local funds to repay the DNRC loan. Based on a total of 13,000 acres of irrigated
land, this will result in an increase in the existing operation and maintenance charge ($5.50 per acre-foot)
of about $4.50 per acre-foot, for a total water use charge of $10.00 per acre-foot. An economic study of
agricultural operations impacted by the proposed project estimated the net value added per acre by
irrigation at $17.84. The proposed increase in operation and maintenance charge appears to be
reasonable when compared to the estimated increase in crop value resulting from the availability of
irrigation water. In addition to the proposed increase in the yearly operation and maintenance charge, the
NCWUA has agreed to contribute $123,510 in reserves as a loan coverage amount upon closing of the
DNRC loan.

Benefit Assessment:

The project will provide direct, quantifiable benefits. The rehabilitation of the proposed project will restore
the dam’s capacity to store surface water during periods of high flow to be used later to irrigate 13,000
acres of cropland. The proposed project will also minimize potential loss of life and property damage
associated with possible dam failure. In addition, the project will enhance water-based recreation
opportunities on the reservoir.

Environmental Evaluation:

The majority of adverse environmental impacts normally associated with the construction of dam (flooding
of agricultural land, loss of riparian habitat and wetlands, etc.) occurred over more than 60 years ago as
the result of the construction of the original dam in 1938. Rehabilitation of the Nevada Creek Dam will
maintain the current environmental conditions. Long-term environmental impacts would be minimal.
Short-term impacts associated with the rehabilitation activities are more than outweighed by the project
benefits.

Funding Recommendation:

DNRC recommends grant and loan funding of the total amount requested, $100,000 in grant funds and
$494,041 in loan funds, upon approval of project scope of work, administration and budget. Reduction in
either the requested grant or loan funds, would require either an increase in the EPP request for
Broadwater Hydropower Earnings to be allocated to this project, or an increase in the amount of funds
being contributed by the NCWUA. Increasing the EPP request could adversely impact other projects
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requesting such funds. An increase in the NCWUA contribution would require an increase in the
proposed increase in water charges. Such an increase may be beyond the payment capability of the
water users.

Project No. 3.

Applicant Name: Department of Corrections

Project Name: Rehabilitation of State Prison Ranch Dams
Amount Requested: $100,000 Grant

Amount Recommended: $100,000

Other Funding Sources: $ 23,439 Prison Ranch funds
Total Project Cost: $123,439

Amount Recommended: $100,000

Project Abstract: (Prepared and submitted by applicant.)

The Montana State prison ranch uses eight irrigation reservoirs as part of overall ranch operation. The
City of Deer Lodge also uses one of these reservoirs for irrigation. Five of these reservoirs have dams
that are classified to be high-hazard. The term high-hazard refers to the potential for loss of life
downstream, should the dam fail. There are several downstream hazards below the prison ranch dams,
including portions of the town of Deer Lodge, several prison ranch buildings and paved roads. High
hazard dams are required to conform to standards set forth by the Montana Dam Safety Act.

The prison ranch dams range in age from 30 to 50 years old. As with most old earthen embankments,
these dams have deficiencies. It is necessary to make several upgrades to four of these dams in order to
meet current state safety standards. To assist in determining priorities, the Department of Natural
Resources and Conservation (DNRC) conducted a long-term planning study at the request of the
Department of Corrections. In this study, deficiencies were prioritized according to severity, potential for
loss of life downstream, potential for property damage, and cost/ease of repair. With a combination of
renewable resource loans and prison ranch proprietary fund resources, the Department of Corrections is
confident that all safety deficiencies can be addressed over the next five years.

This application pertains to projects on two dams identified in the DNRC planning study as top priority:

replacement of north outlet/removal of the south outlet on Mud Lake Dam

feasibility study of outlet rehabilitation alternatives on Upper Taylor Dam

detailed evaluation of three alternatives to address spillway inadequacy on Upper Taylor Dam
engineering design of an alternative that best addresses spillway inadequacy on Upper
Taylor Dam

PN PRE

Technical Assessment:

Project Background:

The Montana State Prison ranch uses eight reservoirs for irrigation, five of which have high-hazard dams.
These earthen embankment dams are 30 to 50 years old, and four of them need upgrades to meet
current dam safety standards. These dams are very important to the continued production of hay and
livestock on the ranch. A planning and feasibility study has been prepared which identifies the problems
and needs for rehabilitation for all of the dams, only two of which are included in this application. The
ranch is providing an extensive contribution, both financially and otherwise, for four of the high-hazard
dams currently under investigation.
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Technical Approach:

The goal of this project is to rehabilitate the prison ranch dams, ensuring the continued supply of irrigation
water to the ranch and eventually bringing the dams up to Montana Dam Safety Standards. Two dams
are addressed by this proposal, Mud Lake and Upper Taylor. The work on Mud Lake includes both
engineering and construction, while all of the work on Upper Taylor consists of an engineering feasibility
study and actual design. Overall, costs for both engineering and construction by the methods proposed
appear reasonable.

This grant application deals with two specific deficiencies on two specific dams: corrosion of corrugated
metal outlet pipes (Mud Lake Dam and Upper Taylor Dam) and spillway inadequacy (Upper Taylor Dam).
These deficiencies could lead to failure of the dams, and are therefore considered serious.

Failure of corrugated metal pipes: In the past 10 years, many dams have experienced problems that
were a direct result of corrosion of the dam's corrugated metal outlet pipe. Once the outlet pipe leaks, the
process of piping and void initiation along the outside of the pipe occurs. This can happen very rapidly,
depending on the material causing possible failure of the dam. Thus, it is very important to address pipe
corrosion problems before the pipe reaches the end of its useful life. Typically, corrugated metal pipe has
a useful life of 30 years under normal conditions. More corrosive soils and water can decrease a pipe's
life; adding a bituminous coating can extend a pipe's life. Options for rehabilitation are more abundant if
addressed early. For example, if leaks have already developed in a pipe, only one option remains for
rehabilitation: complete excavation of the embankment and replacement of the pipe. If the pipe has not
corroded completely through, there are several rehabilitation options.

Spillway inadequacy: If the emergency spillway capacity of a dam is exceeded, the dam will begin to
overtop. Most dams that overtop fail. Spillway inadequacy refers not only to the inability of the spillway to
pass an extreme storm event, it also refers to the inability of a spillway to withstand the erosional force of
water moving through the spillway at high velocity.

The State Dam Safety Program permits all of the prison ranch high-hazard dams under jurisdiction of the
Montana Dam Safety Act. It is a requirement of the Dam Safety Program that all high-hazard dams with
corrugated metal outlet pipes that are beginning to show corrosion have some plan in place for eventual
replacement. High hazard dams are also required to have adequate spillway capacity. If these
deficiencies are not addressed within a reasonable amount of time, the operation permits will not be
renewed, and these reservoirs will be required to remain empty or the dams breached.

The objectives and tasks to accomplish them are:

Mud Lake:

Replace the north outlet and remove the south outlet. This project involves both design and construction.
The proposed action is to repair or preserve the existing dam structure by replacing the north dam outlet
pipe and removing the south dam corrugated metal pipe.

Upper Taylor:

Feasibility Study of outlet rehabilitation alternatives. This project could involve feasibility level planning.
The proposed action is to evaluate a variety of rehabilitation alternatives. A preferred alternative will be
recommended and appropriate cost estimates made. Final design and construction of the preferred
alternative would occur using prison ranch operation budget or future renewable resource grant monies.

Detailed evaluation of alternatives to address spillway inadequacy: The project would involve further
analysis of three alternatives that were previously identified in the preliminary analysis. A preferred
alternative will be recommended and appropriate cost estimates made.

Engineering design of alternatives that best addresses spillway inadequacy. This project would include
an engineering design of the preferred alternative previously determined. Construction would occur using
prison ranch operation budget or future renewable resource grant monies.
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A Dam Safety Act Construction Permit would be required for the work. A temporary exemption of
Montana Surface Water Quality Standards would be needed during construction.

Project Management:

The project will be managed by the prison ranch director, who will also be responsible for obtaining all
regulatory permits. Coordination with the Montana Dam Safety Program will be required.

Contract administration will be managed by the Montana Correctional Enterprise fiscal manager. The
consulting engineer will assign a project engineer to work with the prison ranch director and to coordinate
with the dam safety program.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $0 $0
Professional &

Technical $67,820 $0 $0 $67,820
Construction $32,180 $0 $23,439 $55,619
Total $100,000 $0 $23,439 $123,439

Costs are reasonable and the total cost is adequate. Funds other that RRGL funds are primarily in-kind
services consisting of prison ranch equipment and Job Corps labor.

The project will not affect user fees. Water stored behind prison ranch dams is used to irrigate 1,640
acres on the ranch as well as the Deer Lodge cemetery and golf course.

Benefit Assessment:

The project will improve help the long-term water resource conservation by helping preserve two of the
prison ranch dams. These dams enable the prison ranch to be self-supporting, and thereby benefiting all
the citizens of Montana. The improvements will result in dams that are less likely to fail, reducing the risk
of loss of life and property damage downstream in the Town of Deer Lodge.

Environmental Evaluation:

There are no long-term adverse environmental impacts or potential adverse impacts that would occur
from the proposed improvements. Short-term impacts due to rehabilitation would be relatively minor and
are more that outweighed by project benefits.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 4

Applicant Name:
Project Name:

Canyon Creek Irrigation District
Wyant Lake Dam Rehabilitation

Amount Requested: $100,000 Grant
Amount Recommended: $100,000
Other Funding Sources: $220,000 (district funding, direct, in-kind and

loan)

Governor’s Budget Long-Range Planning Subcommittee

Renewable Resource Grant and Loan Program 21



Total Project Cost: $320,000
Project Abstract: (Prepared and submitted by applicant.)

The Renewable Resource Grant and Loan Program is to enhance Montana's renewable resources. The
main renewable resource involved in this project is the preservation and improvement of a water storage
and release system. Incidental to the existence of this system for storage of late season irrigation water is
the enhancement of other renewable resources important to the State of Montana.

1. The primary project goal is to rehabilitate the 109-year-old high-hazard dam for compliance with
current dam safety requirements, for retaining full-storage water rights, and to ensure efficient
releases.

2. This design and construction project proposes to:

a. Add spillway capacity to increase flood protection to withstand a probable maximum flood
(PMF).

b. Replace a failing outlet conduit to ensure reliable and increased irrigation and base flow
releases.

c. Reclaim historical borrow areas and remove construction artifacts from the wilderness setting.

3. The incidental benefits to other renewable resources are:

a. Recharge of groundwater aquifers in the vicinity of Hamilton, Montana.

b. Flood control in the Canyon Creek drainage and contribution to flood control in the Bitterroot
Basin.

c. Maintenance of sustainable fisheries in the reservoir and in Canyon Creek, and contribution to
sustainable fisheries in the Bitterroot River, including habitat for listed species such as bull trout
and westslope cutthroat trout.

d. Protection of water quality through the control of stream bank erosion along Canyon Creek.

e. Maintenance of a stable water source and improved riparian area for wildlife habitat and food
source.

f. The preservation of productive agricultural hay fields, which contribute to open green space in
the Bitterroot Valley.

g. Maintenance of the reservoir, which is used by the U.S. Forest Service (USFS) as a water
source to fight forest fires, thus contributing to the protection of the timber resource.

h. Securing the reservoir as a possible source for future domestic water for the City of Hamilton.

Technical Assessment:

Project Background:

Wyant Dam is located on Canyon Creek in the Selway-Bitterroot Wilderness west of Hamilton. The dam
was originally constructed in 1910, and over time, the dam embankment and outlet works have
deteriorated. Additionally, the dam embankment height is insufficient to contain the flood required for a
high-hazard dam. The application seeks partial funding to repair historic deterioration of the dam outlet
works and embankment and to bring the dam into compliance with dam safety regulations. Construction
will take place in September of 2003, with final design and permitting ongoing until that time.

Technical Approach:

The goals of the project are to bring the dam into compliance with current dam safety criteria and to
ensure continued functioning of the dam outlet works. Technical alternatives were evaluated and the
least costly and most environmentally sound alternative was chosen.

The proposed alternative for rehabilitation would ensure that the dam would meet current dam safety
standards and would ensure an adequate and timely supply of irrigation water to the district. Further
analysis needs to be completed to see if raising the dam crest two feet would be geotechnically feasible
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under the design flood in the new configuration. This would be done in the final design of the project
during the spring of 2003.

Permitting requirements have been documented, with the exception of a Stormwater Discharge Permit.
Project Management:

The applicant has generally anticipated the staffing that will be required for project implementation and
has budgeted funds accordingly. However, there may be significant coordination with USFS during
environmental review of the project that does not appear to have been anticipated. Public input into the
project will be accomplished through the environmental assessment or impact statement (EA/EIS)
process to be conducted by USFS. Management of the project will be done primarily through the
irrigation district's engineer.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $8,000 $8,000
Professional &

Technical $0 $0 $53,000 $53,000
Construction $100,000 $0 $157,000 $257,000
Total $100,000 $0 $218,000 $318,000

The applicant anticipates providing $220,000 from the district's own funds (either special construction
assessments, or future increases in member assessments to pay back a construction loan or in-kind
services). The remainder of the project would be financed by the proposed $100,000 grant. The special
assessment is substantial ($640 per user). Future increases in assessments would raise the per-acre
contribution of each user from $6.50 per acre to $8.50 per acre. The district collects assessments from
1,500 acres; consequently, an additional $3,000 per year would be generated to retire the construction
debt. However, the district's own calculations indicate that about $4,800 per year would be necessary to
retire the construction debt. Reduction in operating expenses may provide the difference, though the
applicant does not document this.

The project budget is very complete and thorough and seems to have anticipated reasonable
contingencies, inflation and potential legal challenges to the project. The only item that it does not include
is costs for an HDPE pipe fusion machine and accompanying generator (part of the project is to slipline
an existing outlet with HDPE pipe).

Benefit Assessment:

The project protects and preserves the existing dam. In doing so, it conserves the benefits the dam has
historically provided, including flood control, recreation, water supply (both for existing and future uses),
and associated benefits. It does not enhance these benefits measurably but only ensures that the dam
will comply with statutes. However, the dam’s operable lifespan should be extended significantly. The
project will impact water users within the Canyon Creek Irrigation District and people who live in or visit
the Bitterroot Valley in the vicinity of Canyon Creek.

Environmental Evaluation:

The project will not have any long-term adverse impacts as it essentially only restores an existing facility.
There will be some temporary impacts during construction, but the applicant has prepared for adequate
mitigation of these short-term impacts.

Additional environmental review will be required by USFS in an Environmental Assessment (EA) or
Environmental Impact Assessment (EIS). An EA on the nearby Canyon Lake Dam Repair (which is
similar in scope to the proposed Wyant Lake Dam Rehabilitation) was prepared during 1996. The EA
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resulted in a Finding of No Significant Impact (FONSI). Unless unique features of the Wyant Lake area
are discovered (such as an endangered species), it seems likely that the Wyant Lake project might also
result in a FONSI.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 5

Applicant Name: Canyon Creek Irrigation District
Project Name: Canyon Lake Dam Rehabilitation

Amount Requested: $100,000 Grant

Amount Recommended: $100,000
Other Funding Sources: $330,000 Sponsor (special assessment and loans)
$ 60,000 Sponsor (In-kind Services)

Total Project Cost: $490,000
Project Abstract: (Prepared and submitted by applicant.)

The Renewable Resource Grant and Loan Program is to enhance Montana's renewable resources. The
main renewable resource involved in this project is the preservation and improvement of a water storage
and release system. Incidental to the existence of this system for storage of late season irrigation water is
the enhancement of other renewable resources important to the State of Montana.

1. The primary project goal is to rehabilitate the 109-year-old high-hazard dam for compliance with current
dam safety requirements, for retaining full-storage water rights, and to ensure efficient releases.

2. This design and construction project proposes to:

a. Add spillway capacity to increase flood protection to withstand a probable maximum flood (PMF).
b. Replace a failing outlet conduit to ensure reliable and increased irrigation and base flow releases.
¢. Reclaim historical borrow areas and remove construction artifacts from the wilderness setting.

3. The incidental benefits to other renewable resources are:

a. Recharge of groundwater aquifers in the vicinity of Hamilton, Montana.

b. Flood control in the Canyon Creek drainage and contribution to flood control in the Bitterroot Basin.

¢. Sustainable fisheries in the reservoir and in Canyon Creek, and contribution to sustainable fisheries
in the Bitterroot River, including habitat for listed species such as bull trout and westslope cutthroat
trout.

d. Protection of water quality through the control of stream bank erosion along Canyon Creek.

e. Stable water source and improved riparian area for wildlife habitat and food source.

f. The preservation of productive agricultural fields of hay, which contribute to open green space in
the Bitterroot Valley.

g. Maintenance of the reservoir, which is used by the U.S. Forest Service (USFS) as a water source to
fight forest fires, thus contributing to the protection of the timber resource.

h. Securing the reservoir as a possible source for future domestic water for the City of Hamilton.
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Technical Assessment:

Project Background:

Canyon Lake Dam is a high mountain dam in the Selway-Bitterroot Wilderness west of Hamilton. The
dam was constructed in 1891. With time and use, portions of the dam have deteriorated, and episodic
flood events have damaged the dam. Access to the dam has been by trail, but the trail itself has
deteriorated. The dam has been determined to be a high-hazard dam with numerous dam safety
deficiencies.

Technical Approach:

The goals of the project are to upgrade the dam to comply with current dam safety standards and to
ensure an adequate and timely supply of irrigation water to the district. The specific objectives of the
project include: raising the crest of the dam by 1 to 1.5 feet, constructing a 45-foot wide auxiliary spillway,
and replacing the existing outlet works with a new bored outlet and related appurtenances.

Appropriate alternatives were considered. The applicant identified the least-cost alternative for the
preferred solution, and this alternative meets the needs, goals and objectives of the project proposal.

The selected alternative addresses improvement in the ability of the applicant to operate the gate controls
of the dam. This addresses one of the key long-term operation and maintenance needs of the dam.
Legal hurdles including water rights, permit requirements, property easements and other considerations
have been addressed in the application. Because the project is within a wilderness area, the hurdles
associated with mechanized construction are significant, but the applicant has successfully negotiated
these hurdles in the past.

The proposed schedule appears reasonable (construction is scheduled for September of 2002).

Project Management:

The applicant’s budget is a reasonable estimate of the staff requirements necessary for successful project
management. Project implementation will require significant coordination between the irrigation district
and USFS. There is a two-year timeline for the USFS National Environmental Policy Act (NEPA) process.
The NEPA process will allow for integration of public input into the project development and
implementation.

The irrigation district's engineer will serve as project manager.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $8,000 $ 8,000
Professional &

Technical $0 $0 $75,000 $ 75,000
Construction $100,000 $0 $306,000 $ 406,000
Total $100,000 $0 $389,000 $ 489,000

Canyon Creek Irrigation District serves 125 users on 1,500 acres. The district anticipates levying a
special assessment of $1,320 per user to help fund the project. The district will also borrow $165,000.
Loan repayment will be made by increasing assessments by $2.00 per acre. The resulting revenue
($3,000 per year) will not be sufficient to pay back an estimated loan payment of $9,908.22. The district
plans to use part of its existing funding ($17,000 per year) to repay its debt.

The funding structure appears to be in place to fully fund the project. A detailed construction cost
estimate is included, and other costs such as design and administration are estimated as reasonable
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percentages of the construction cost. The applicants have provided a scope of work describing in-kind
services from the irrigation district. Since the vast majority of the funds will be from the district itself or
from a private loan, it appears likely that the applicant will be able to secure matching funds sufficient to
complete the project. All the sources of funds needed to conduct the project have been clearly identified
and appear to be reasonable. A reasonable contingency needs to be added to the costs.

Benefit Assessment:

Repair of the dam will result in a quantifiably significant contribution to conservation of water in the
Canyon Creek drainage. The dam will help protect the existing uses and ensure adequate future supplies
of water for agricultural and other beneficial uses. Water-use efficiency will be slightly enhanced by
improvements to be made to the operating gate. Irrigation is the dam's primary use, but it is also being
considered as a municipal water source. The lake is a popular destination for wilderness recreationists.
There was no documented public support in the application.

Environmental Evaluation:

No long-term, adverse environmental impacts are associated with the project. The project will undergo
rigorous environmental review by USFS because it is in a wilderness area. At this preliminary stage, it
appears that the environmental impacts associated with this project will likely be of the short-term type
generally associated with construction activities.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 6

Applicant Name: Alder Water and Sewer District
Project Name: Wastewater System Improvements

Amount Requested: $100,000 Grant

Amount Recommended: $100,000

Other Funding Sources: $500,000 Treasure State Endowment Program Grant
$500,000 Community Development Block Grant
$457,500 Rural Development Grant
$165,000 Rural Development Loan

Total Project Cost: $1,722,500
Project Abstract: (Prepared and submitted by applicant.)

The unincorporated community of Alder is addressing a serious problem with wastewater treatment and
disposal. Wastewater is currently treated and disposed of in individual on-site systems (septic tanks or
drainfields) rather than in a central municipal system. Madison County has placed a moratorium on the
installation of new individual wastewater treatment systems because such on-site systems are unable to
meet current standards in the Alder area. With county assistance, a local steering committee initiated
and completed the formation of a water and sewer district to deal with the problem. The county
sponsored the completion of a Preliminary Engineering Report through planning grants from the CDBG
T.A. Program and DNRC Program.

The community of Alder is in the Ruby Valley. The Ruby River runs north and is situated one mile west of
Alder. Alder Creek also runs north and is located east of town. This proximity to two rivers results in a
groundwater table that rises to within 1 to 4 feet of the ground surface. This situation has caused some
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on-site treatment systems to fail. Wastewater from systems still in use is probably not being adequately
treated. Several wells in town have documented coliform contamination, some with fecal coliform, clearly
the result of sewage contamination. Because of these problems, the Madison County sanitarian has
placed a moratorium on any proposed new on-site systems. Those wishing to repair or replace existing
failed systems must receive a variance from the county commission. In addition, several local businesses
have been placed under state orders to improve or replace their current wastewater treatment system
(multiple septic tanks and drainfields) or connect to a municipal system that will accept their wastewater.

The proposed solution would involve abandoning the existing on-site septic tank and drainfield systems
and replacing them with a conventional (8-inch minimum diameter pipes with manholes) gravity collection
system. The collection system would flow to a lift station, at which point the sewage would be pumped to
two facultative storage lagoons. The treated effluent would be discharged using spray irrigation in the
summer months.

Technical Assessment:

Project Background:

The unincorporated community of Alder is located in Madison County in the Ruby Valley in the vicinity of
the Ruby River and Alder Creek. Wastewater from the Madison County Alder Water and Sewer District is
currently managed through the use of individual on-site wastewater disposal systems rather than a public,
centralized municipal system. The proximity of Alder to the Ruby River and Alder Creek results in a
groundwater table that rises to within 1 to 4 feet of the ground surface. This groundwater situation has
caused failure of several on-site wastewater disposal systems, and for those systems that have not yet
failed, does not allow for adequate treatment of the wastewater before it reaches the groundwater.
Several wells in the area have documented coliform and fecal coliform bacteria contamination, possibly a
result from these failed and inadequate on-site wastewater disposal systems. The Madison County
sanitarian has placed a moratorium on any proposed new on-site systems. The community is working to
solve the current problems through the construction of a new public wastewater collection and treatment
facility.

Technical Approach:

The goal of this project is to eliminate the discharge of all partially treated wastewater into the
groundwater by designing and constructing a community collection and treatment facility. To achieve this
goal, a facility plan was developed that identified and evaluated many collection and treatment
alternatives, ranging from advanced mechanical systems with subsurface disposal to total retention
systems. Several collection and treatment systems were evaluated in detail. The recommended
alternative is to install a conventional gravity collection system and sewage lift station, with treatment
consisting of facultative lagoons and land application. This system achieves a high level of treatment at a
relatively low capital and operating cost. Furthermore, it has the benefit of putting an additional 7 acres of
agricultural land into irrigated use.

The selected alternative would achieve compliance with all state and federal standards. The proposed
schedule is to begin design of the facilities in early 2002 and initiate construction in May 2003, with
completion and start-up later that fall.

Project Management:

A detailed project management and implementation plan has been developed. The applicant has
identified the staff required for successful project management, including the district manager, the
Madison County clerk, a professional administrative consultant and a design consultant. The applicant
has prepared a comprehensive facility plan, and the public had the opportunity to comment on the plan.
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Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $51,500 $51,500
Professional &

Technical $0 $0 $235,000 $235,000
Construction $100,000 $0 $1,336,000 $1,436,000
Total $100,000 $0 $1,622,500 $1,722,500

The project budget presented in the application appears to be well documented, complete, and
reasonable. Construction costs are based on best engineering judgment and past projects for technical
development at the preliminary engineering report level.

Not all funds have been secured because a commitment is required from several agencies, but the
applicant has presented a detailed and realistic funding strategy. The applicant proposes to fund
wastewater improvements using about $1.557 million in grants from the Montana Department of
Commerce Treasure State Endowment (TSEP) and Community Development Block Grant (CDBG)
Programs, the Montana Department of Natural Resources and Conservation Renewable Resource Grant
and Loan (DNRC RRGL) Program, and the U.S. Department of Agricultural Rural Development (RD)
program. The applicant will also pursue a $165,000 loan from the RD program.

With the proposed funding package, the average monthly user charges will be about $27.00. Since there
currently is no community system, there are no monthly user rates.

Benefit Assessment:

The project will eliminate local groundwater contamination and contamination of local and downstream
surface waters from failed septic and drainfield systems. Resource conservation will benefit by 6 million
gallons per year of wastewater being directly applied to agricultural land. This wastewater is currently
discharged to the groundwater and degrades its quality. Resource enhancement will result because 4.6
million gallons per year of partially treated wastewater currently discharged to the groundwater will be
eliminated. Citizens will directly benefit through protection of their current source of potable water and
elimination of potential contact with partially treated wastewater in nearby drainage areas and Alder
Creek.

The benefits of the project will be long-term and will be quantified through continued groundwater
monitoring for reduced nitrate concentrations and bacterial levels. Public support for the project is
significant. Voter approval created the district specifically to address the described problems. Several
letters of support by state and county officials were included in the application.

Environmental Evaluation:

The project will produce short-term adverse environmental impacts typical during construction due to
noise, dust and stormwater run-off. Mitigation measures will be further developed during detailed design
and will be enforced during construction.

The only long-term potentially negative aspect is the opportunity for periodic odors from the lagoons. The
wastewater treatment facility has been sited such that the odors will affect a minimal number of residents.

Currently wastewater within the district is disposed of by inadequate and dilapidated septic tanks and
drainfields. Because of the poor condition of the wastewater disposal systems, high groundwater, and
relative close proximity to Alder Creek, the ineffective on-site wastewater disposal system has resulted in
both surface and groundwater pollution. The groundwater pollution has resulted in contaminated water
supplies in the area, and the Madison County sanitarian has issued a moratorium on new on-site
wastewater disposal systems in the area. The proposed project will replace failing on-site systems. This
project is expected to result in an overall long-term positive environmental impact.
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Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 7

Applicant Name: Flathead Basin Commission (FBC)
Project Name: Implementation of the Flathead Basin Voluntary Nutrient Reduction Strategy

Amount Requested: $ 99,697 Grant

Amount Recommended: $ 99,697
Other Funding Sources: $ 7,800 Flathead Basin Commission
$ 14,746 DNRC, MDEQ, MFWP, U of M Biological Station
$11,812 USFW, USFS, USEPA, USBR, NRCS
$ 2,592 Confederated Salish and Kootenai Tribes
$ 14,220 Plum Creek, Flathead Lakers, Volunteer Monitors,
Citizen Members
$ 5,107 Local Government
$10,445 International Entities

Total Project Cost: $166,419
Project Abstract: (Prepared and submitted by applicant)

If you ask Montanans which five Montana lakes are the most important, invariably Flathead Lake would
be in the top three picks. The size of the lake, notoriety, aesthetic value, recreation benefits and water
quality are reasons why Flathead Lake is a popular destination point and considered exceptionally
valuable to all Montanans. However, few Montanans know that Flathead Lake water does not meet State
water quality standards (ARM 17.30.637 (1)(e) General Prohibitions), and is undergoing the
eutrophication process at an accelerated rate. Excess nutrients in the form of phosphorus, nitrogen, and
nitrate plus nitrite cause algae blooms and serious oxygen depletion below the hypolimnion. Action is
needed to reduce nutrient loading to this huge and immensely important natural resource before the
impacts are irreversible, which directly relates to the mission of the DNRC Renewable Resource Program.

The lake water quality shows clear signs of excess nutrients entering the water column. Substantial lake
and synoptic stream water quality monitoring data show nonpoint source pollution is impacting water
quality and beneficial uses, and is causing violation of state water quality standards. As a result, Flathead
Lake is included on the Section 303(d) list of water quality impaired waterbodies, and is designated a high
priority for developing an approved Total Maximum Daily Load (TMDL), which is close to being
completed. The probable sources of impairment include atmospheric deposition, domestic wastewater
lagoons, flow regulation/modification, municipal point sources, on-site wastewater treatment systems
(septic tanks), urban sprawl, overland runoff, agriculture, silvaculture, and an upstream impoundment.
Only 2 percent of the nutrient load in Flathead Lake is estimated to come from point sources. The vast
majority of nutrients, or 98 percent, are the result of natural and human nonpoint source pollution.

To address nonpoint source pollution, the Flathead Basin Commission (FBC) developed the Voluntary
Nutrient Reduction Strategy (VNRS), and has linked the program to the TMDL process. A target TMDL
was developed with the goal of achieving the 1978 primary productivity level of 80 grams C/M2/year.
This target is anticipated to improve Flathead Lake water quality and ensure the lake meets human
health, aquatic life and beneficial use requirements, and meets water quality standards. To meet the
target TMDL for primary productivity, the FBC determined that nitrogen, nitrate plus nitrite, and
phosphorus loading into the lake must be reduced by 15 percent basin wide. Implementation of the
VNRS program was initiated in 1999, but funding is needed to keep the effort underway. Six principal
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components are identified for successful implementation of the VNRS/TMDL program, and include: (1)
coordination and planning, (2) grant funding and contributions to complete projects, (3) partnerships and
public outreach, (4) watershed groups, (5) identification of opportunities, and (6) monitoring. Funding
from the Renewable Resource Program and in-kind contributions from private entities, tribal partners,
local government, state government, federal agencies and British Columbia Environment are proposed to
implement the VNRS and address excess nutrient loading in Flathead Lake and upstream tributaries.

Technical Assessment:

Project Background:

The Flathead Basin encompasses 8,572 square miles in northwestern Montana and southern British
Columbia. Included in the drainage are virtually all of Flathead and Lake counties and the Flathead
Indian Reservation; the portion of Glacier National Park west of the continental divide; parts of three
wilderness areas; millions of acres of forest land under federal, state, provincial, tribal, and corporate
management; and thousands of acres of private property.

Flathead Lake water does not meet the State water quality standards (ARM 17.30.637(1)(e) General
Prohibitions) and is undergoing the eutrophication process at an accelerated rate. The lake is included in
the Section 303(d) list of water quality impaired waterbodies and is designated a high priority for
developing an approved TMDL, which is close to being completed. Nutrient loading in Flathead Lake is a
multi-faceted, basin-wide problem. Substantial data have been collected since the early 1970s to define
the point and nonpoint nutrient pollution problems. The Flathead Basin Commission (FBC) and a
technical committee comprised of a cross-section of basin professionals and stakeholders identified
targets for the voluntary nutrient reduction strategy and linked the target to the TMDL process. A target
TMDL was developed with the goal of achieving 1978 primary productivity level. The FBC determined
that nitrogen, nitrate plus nitrite, and phosphorous loading into the lake must be reduced by 15 percent
basin wide.

Implementation of the VNRS program was initiated in 1999. Additional funding is required to continue the
program.

Technical Approach:

Six components have been identified for successful implementation of this program: coordination and
planning, grant funding and contributions to complete projects, partnerships and public outreach,
watershed groups, identification of opportunities, and monitoring. The coordinator identifies projects,
prepares grant applications, establishes partnerships to conduct large-scale projects, acts as a hub for
communication and nutrient reducing efforts and is responsible for adjusting program direction.
Partnerships are essential to the success of the implementation effort — no single entity can reduce
nutrient loading in the lake by 15 percent. Efforts to date have been successful in establishing strong
partnerships. Watershed groups have been established in seven of the watersheds in the basin. The
remainder of the watersheds need to have similar working groups formed and activities tailored to local
issues and impacts. The coordinator, with support of other stakeholders, is key in the identification of
opportunities to meet TMDL goals. The feasibility of proposals must be evaluated in order to propose
defendable actions that make significant gains in reducing nutrient load. Monitoring is essential in
documenting water quality trends. The FBC, the University of Montana Biological Station and the
Confederated Salish and Kootenai Tribe (CSKT) are leading this effort.

The coordinator role will be put out for competitive bid. Funding from this grant will provide two years of
support for the coordinator position. An action plan will be prepared that will include more detail on
projects and opportunities and will identify the anticipated gains once the projects are completed.
Adaptive management is an essential part of the implementation plan and will help ensure long-term
success. Periodic checks on progress of meeting TMDL levels will be used to determine if current actions
and funding are adequate, gauge the success of ongoing and completed actions, and develop
contingency plans.
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Project Management:

The FBC, a 21-member commission, provides direct input into the implementation of the study through its
executive committee and regular meetings held every two months. The public information officer for the
FBC will provide project management services. He will work directly with the Governor’s Office on the
required contractual elements. The contracted coordinator will be managed through direct oversight from
the public information officer, frequent communications and monthly updates.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $ 8,640 $0 $ 7,800 $ 16,440
Professional &

Technical $91,057 $0 $58,922 $149,979
Construction $0 $0 $0 $0
Total $99,697 $0 $66,722 $166,419

Current funding for the VNRS will expire in December 2000. Proposed professional and technical costs
include services contracted through an open bid process or selection of a contractor from the “Qualified
Vendors List” focused on implementing the study. The contractor(s) will work a total of 802 hours the first
year ($54,404) and 620 hours the second year ($46,293). First-year costs include preparation and
graphic support for the TMDL action plan. The estimates for costs appear reasonable, are well
documented, and are based on current costs.

Professional and technical costs also include in-kind contributions from FBC members. In addition, FBC
members, citizens and partners provide in-kind support for water quality monitoring. CSKT provides
general support to assist in implementation of the study. These supporters are currently actively involved
and have committed support for the future. The FBC has active support of the Governor’s Office.

Benefit Assessment:

There are significant renewable resource benefits realized by implementing the Flathead Basin VNRS.
The benefits include resource conservation, citizen benefits, resource enhancement, regulatory
compliance and continuation of a program that has shown effectiveness in getting good projects and
watershed initiatives underway. Furthermore, the VNRS helps implement the State Water Plan in terms
of ensuring excellent water quality, maintaining beneficial uses, and providing local education, and will
directly help plan construction projects that restore impacted waterways. The following text provides a
more detailed description of these public benefits.

Future monitoring will be used to quantify improvements in Flathead Lake water quality as resource
conservation projects are completed. The VNRS focuses on protecting basin natural resources, such as
soil, riparian corridors, terrestrial and fisheries habitat, wetlands, air quality, and other resources. The
actual completion of projects are quantifiable milestone events that show progress toward improved water
quality. Water quality monitoring under the volunteer monitoring program and the U of M Biological
Station will provide documentation needed to quantify the water quality improvement under VNRS. In
terms of scale, the monitoring efforts are significant in that Flathead Lake covers more than 126,000
acres, and is the largest freshwater lake in the contiguous United States west of the Mississippi.

A basin-wide survey was conducted during the development of the study and the results identified water
quality as the single biggest concern in the Flathead. The public has requested that DNRC identify
impacts in Flathead Lake as a crucial state need that must be addressed now before irreversible impacts
occur. Public support has noted the study is an ongoing effort that must be implemented in order to
address impacts from increased population.

The main goal of this study is to enhance basin water quality and help preserve water quality in Flathead
Lake once targets are met. Flathead Lake is at a crossroads where actions implemented now can
prevent irreversible impacts. Implementation of this plan will mean use of better management practices
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(BMPs) on agricultural lands and on silvaculture operations, partnerships between industry to minimize
nutrient loading, habitat enhancement that benefits both water quality and terrestrial and aquatic animals,
and protection of natural resources such as streamside soils.

Environmental Evaluation:

The study is focused on improving Flathead Lake water quality. Both upstream tributary water quality and
lake water quality will be improved through coordination and planning under the proposed project. There
are cumulative benefits associated with reducing the nutrient load in Flathead Lake: improved air quality,
implementation of BMPs on agricultural and other lands, improved habitat for many species, and
improved wetlands/riparian zones providing improved floodplain management.

There are no long-term adverse environmental impacts as a result of this project.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 8

Applicant Name: Cascade County Conservation District
Project Name: Sun River Valley Ditch Company's Water Conservation &
Improvement Project

Amount Requested: $ 99,230 Grant

Amount Recommended: $ 99,230

Other Funding Sources: $ 2,100 Cascade County Conservation District
$ 38,150 Sun River Valley Ditch Coompany
$ 14,000 Natural Resource Conservation Service

$ 14,100 Sun River Watershed Group

Total Project Cost: $167,580
Project Abstract: (Prepared and submitted by applicant.)

The Sun River Valley Ditch Company is the oldest irrigation project on the Sun River and distributes water
to approximately 3,200 acres on 67 farms between Sun River and Vaughn. The project was originally
completed in 1868 to supply a small flourmill. The project added more acres and was incorporated in
1921. The aging headgates and canal delivery system of 12 miles are in dire need of repair to reduce
significant water loss and water quality degradation. The water loss impacts can be seen along the entire
canal system, with approximate losses of 18,000 acre-feet per year, which is 50 percent of the water
removed from the Sun River by the district. These seeps also mean loss of productive land and water
quality degradation from return flows into the Sun River. The required major diversion installation in 1997
on the Sun River depleted all district funds.

This project will install gages to monitor water use, enable remote headgate operation, implement phase
2 of the diversion structure, start a ditch lining program to reduce the seep problem, and evaluate future
water conservation options through the Natural Resource Conservation Service's (NRCS) water
conservation program. These improvements will reduce seep, which will improve the efficiency of the
system, divert less water, allow more water to remain in the Sun River and improve water quality by
reducing chemicals and silt in return flows.

The goals of this project are to: (1) improve overall irrigation efficiency, and (2) improve water quality and
guantity in the Sun River.
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The objectives to reach this goal are to: (1) install remote operated gates and gaging stations, (2) install a
diversion structure, (3) line the canal and laterals, and (4) conduct extensive water conservation review
with NRCS and others.

Technical Assessment:

Project Background:

The Sun River Valley Ditch Company system is located 15 miles northwest of Great Falls. The system
parallels Montana Highway 200 between the towns of Sun River and Vaughn. The application indicates
that the irrigators have been participating with conservation agencies and entities over the past several
years to determine needed water-use efficiency improvements to the system. This project will address at
least a portion of the identified improvements.

Technical Approach:

The project will entail:
- installing remote operated headgates at the three diversion inlet conduits
- installing one gauging station at the headgates and one at the discharge to Muddy Creek
- lining approximately 300 feet of canal
- performing work on the diversion structure to improve operation
- installing river bank stabilization near the diversion structure
- conducting a water conservation review of the system

The application states that accomplishing these objectives will meet the goals of improving overall
irrigation efficiency and improving Sun River water quality and quantity.

Although documentation that is more technical could have been provided regarding the selected
approach and alternative for each part of the project, the approaches and alternatives selected are
common solutions to common problems associated with these types of irrigation systems. Moreover, the
application indicates that NRCS will provide technical input on design and project implementation.
Comments from NRCS indicate that the type of work to be done on the diversion structure is still to be
decided. The application indicates that the work will be done on selected parts of the project by
contracted professionals. Other work will be done by ditch company staff/members, NRCS, the Sun River
coordinator and Cascade County Conservation District staff. Work is expected to begin in July 2001.

Project Management:

The application indicates that the project will be managed and administered by a combination of the Sun
River Valley Ditch Company and the conservation district. Input and assistance from NRCS and the Sun
River Coordinator will be provided. Coordination with the Sun River Watershed Group (Group) will take
place through the Sun River Coordinator and participation in the Group.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $1,000 $0 $13,600 $14,600
Professional &

Technical $0 $0 $24,600 $24,600
Construction $98,230 $0 $30,150 $128,380
Total $99,230 $0 $68,350 $167,580

The project sponsor will contribute $2,100 for administration costs. The Sun River Valley Ditch Company
will contribute in-kind services of $8,300 for administration costs, $27,750 for construction costs, and
$2,100 for materials costs. The ditch company has a total annual revenue of $86,000 and no funds in its
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reserve account. NRCS will contribute $13,100 for professional/technical costs and $900 for
administration. The Sun River Watershed Group will contribute $11,500 for professional/technical costs,
$2,300 for administration costs, and $300 for construction costs.

The application included contractor and supplier estimates for the remote control headgate, diversion
facility and river bank stabilization portions of the project. All project costs appear reasonable and
adequate. The project should have no effect on ditch company user fees because all matching funds and
contributions are provided as in-kind services by the ditch company and from outside sources.

Benefit Assessment:

Long-term renewable resource benefits will be increased water-use efficiency and water conservation in
the irrigation system. Increased water quality and quantity in the Sun River will result in resource
enhancement and citizen benefits. Remote control headgates and measuring devices (gaging stations)
will provide better water-use management and quantification.

The project will complement other ongoing efforts by the Sun River Watershed Group to improve water
quality and quantity in the Sun River.

Environmental Evaluation:

An environmental assessment must be completed before conducting any activities that will affect wetland
resources, and appropriate mitigation measures must be taken. The assessment should also evaluate
the possible presence of threatened or endangered species and cultural resources.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 9

Applicant Name: Town of Virginia City
Project Name: Virginia City and Nevada City Wastewater Improvements
Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 500,000 Treasure State Endowment Program
$ 500,000 Environmental Development Administration Grant
$ 724,000 State Revolving Fund Loan
$ 23,460 Local Enterprise Fund

Total Project Cost: $1,847,460

Project Abstract: (Prepared and submitted by applicant.)

Wastewater generated by the Town of Virginia City is centrally collected and transported by gravity to two
facultative lagoons for treatment. The treated wastewater is discharged to a single infiltration cell for
groundwater disposal. The collection system and treatment facility were constructed and put into
operation in 1974. DEQ has been working with the town to address deficiencies present with the
treatment facility. The State of Montana purchased historic properties in Nevada City and Virginia City in
1997. This purchase has resulted in current and expected further increases in commercial and residential
growth in the area, further compounding the wastewater problem. The purchase also resulted in the
State assuming properties in Nevada City not currently on a common system, but rather on failing
individual systems.

Governor’s Budget Long-Range Planning Subcommittee
Renewable Resource Grant and Loan Program 34



The existing treatment pond total detention time is 90 days, well under the design standard of 180 days,
resulting in insufficient treatment. The existing facultative lagoons are located immediately adjacent to
and between two branches of Alder Creek, which severely limits space for pond expansion. The
treatment ponds rarely discharge to the infiltration cells despite the fact that water balance calculations
suggest that the ponds should be discharging to the groundwater infiltration cells. Field inspections
document no flow from the effluent of the ponds, demonstrating that all of the measured inflow into the
lagoons (less evaporation) is leaking into the groundwater system. Water balance calculations suggest
that this amounts to an average of approximately 35,000 gpd; less in the winter and more in summer.
Ground and surface water quality degradation is highly probable; without improvements to the wastewater
treatment facilities, substantial degradation of groundwater will continue, and residential and commercial
growth will continue to be severely limited. The facility plan has documented that the BOD loading
exceeds state standards, which explains the periodic odor problems experienced by the lagoons. The
lagoon embankments are immediately adjacent to the two branches of Alder Creek and subject to erosion
at the toes of the embankments. The embankments exceed the DEQ 3:1 slope requirement. DEQ has
expressed concern over the condition of the lagoons and is requesting that corrective action be taken.

It is recommended that a new wastewater treatment facility be constructed to service the current and
future users of Virginia City and Nevada City. The new facility will be constructed immediately northwest
of Nevada City. The new system will reduce the groundwater and public health problems associated with
the condition of the existing wastewater systems. The wastewater treatment ponds currently serving
Virginia City will be abandoned. The ponds will be dewatered, allowed to dry, the embankments lowered,
the bottoms covered with soil, and the entire area revegetated. The analysis presented in the facility plan
considered regulatory requirements, operational simplicity, capital and O&M costs, reliability and
treatment performance of various central wastewater treatment technologies. In consideration of these
factors, the most viable treatment technology for the Town is the construction of two wastewater ponds
for treatment and winter storage. Treated wastewater effluent will be disposed of by irrigation on nearby
cropland. The recommended primary treatment pond size is 3.3 acres and the storage pond is 3.3 acres.
Center pivot irrigation of grass hay or pasture is recommended. Sufficient wastewater is available to
irrigate 15 acres of grass hay or pasture.

Technical Assessment:

Project Background:

The existing Virginia City facility was constructed in 1974 and has reached its capacity. Evidence
indicates that the facility leaks substantially and could be contaminating local groundwater and surface
water. The Montana Department of Environmental Quality (DEQ) issued a Notice of Violation in October
1996 regarding an unpermitted discharge resulting from an obstruction in the facility’s influent manhole.
DEQ also expressed concerns about leakage and system capacity.

Technical Approach:

The project goal is to rectify the treatment facility leakage, provide adequate capacity in the treatment
system, comply with applicable regulatory requirements and provide a system that allows Virginia City
and Nevada City to remain viable communities. The applicant has provided an in-depth evaluation of
three treatment/disposal alternatives and concluded that a two-cell, facultative treatment lagoon with
storage and spray-irrigation disposal is the most favorable alternative to address the Virginia City and
Nevada City wastewater problems. All alternative evaluations included detailed explanations of
regulatory compliance, and the recommended alternative will comply with current
requirements/standards. The project schedule anticipates design in 2001 and construction in the 2002
season. DEQ confirms that the facilities plan has been approved, and the “Finding of No Significant
Impact” was published and no comments were received. DEQ has minor concerns about questionable
Nevada City participation and possible resultant rate impacts for Virginia City users.
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Project Management:

Proposed staffing and the project management budget appear adequate and justified. Individual
programmatic timing and requirements are adequately identified and coordinated. The town has shown a
history of public involvement in the planning process and intends is to continue with this approach.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $119,300 $119,300
Professional &

Technical $100,000 $0 $159,460 $259,460
Construction $0 $0 $1,468,700 $1,468,700
Total $100,000 $0 $1,747,460 $1,847,460

All administrative costs appear reasonable, with adequate loan reserves and costs for funding source
administration. The construction contingency appears reasonable in light of construction anticipated for
2002-2003.

Funding structure is currently being assembled. Economic Development Administration (EDA) funding
will not be known until January 2001. If successful with EDA, funds would likely not be available until
2002; about the time construction is anticipated to begin. The funding strategy appears reasonable. One
concern is that Nevada City might choose not to participate in the project. If this happens, Virginia City
residents could pay between 10 and 15 percent higher rates than expected. The likelihood of Nevada
City (with a high percentage of state-owned buildings) pulling out is unknown. First expenditures are
expected to occur in the third quarter of 2001. If the applicant is successful in all grant programs and
passes a bond for the local share (SRF), Treasure State Endowment Program (TSEP) or DNRC funds
could be available. An application to the TSEP program was submitted.

User rates are expected to go from the current $7.00/month to over $32.00/month. This is a significant
increase in rates, although it appears to have community support, according to the information submitted
by the applicant.

Benefit Assessment:

The relocation of Virginia City's wastewater treatment and disposal system will eliminate discharge to the
Alder Creek drainage and result in higher quality effluent being returned to the environment through
irrigation of currently non-irrigated rangeland. The agricultural use of treated effluent represents an
improvement in the efficiency of use, in comparison to discharging poorly treated effluent to the
groundwater. The project should protect air quality by reducing offensive odors, surface water quality
(presuming that the existing facility was or could have impacted Alder Creek) and the Alder Creek fishery.
This project will result in the development of effluent-irrigated cropland from currently under-used
rangeland. This represents the management and development of a renewable natural resource for future
benefit to Montanans. The existing coldwater fishery and associated recreational resource could realize a
benefit, but this may not result in further development of natural resource based recreation. Providing a
sound infrastructure in Virginia City and Nevada City will allow the community to continue offering the
public a unique historic and cultural experience. This represents a valuable public benefit to all
Montanans and to those residents and commercial establishments in Virginia City.

Environmental Evaluation:

The “Finding of No Significant Impact” was published March 2000 in the Madisonian. As of the review
date, there have been no comments received, either negative or positive. One concern that exists on this
project is the possibility of encountering cultural or historic resources during construction. A resource
survey by a trained specialist is anticipated to identify, inventory and prepare a mitigation plan for any
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resources that may be impacted. Based on the information presented, it cannot be concluded that long-
term adverse impacts would result.

Funding Recommendation:
DNRC recommends grant funding of the total amount requested, $100,000, upon DNRC approval of the

project scope of work, administration and budget.

Project No. 10

Applicant Name: Whitefish Water and Sewer District

Project Name: Reuvisit to the Limnology of Whitefish Lake

Amount Requested: $100,000 Grant

Amount Recommended: $100,000

Other Funding Sources: $ 18,710 Applicant in-kind contribution
Total Project Cost: $118,710

Project Abstract: (Prepared and submitted by applicant.)

Whitefish County Water and Sewer District is a public entity devoted to "maintaining and/or enhancing
water quality in the District." The district sponsored the original Limnology (Water Quality) of Whitefish
Lake research project, 1982-83, establishing a water quality baseline for the lake and watershed in
general. A revisit to those baseline parameters is due, as a management tool, and is also extremely
timely because of two closely related projects:

1) The State of Montana (DEQ) is conducting an EPA generated study of watersheds statewide to
establish recommended Total Maximum Daily Loads, or TMDLs; this is a nationwide effort to
protect water quality. DEQ's schedule calls for its data collection effort to concentrate on the
Swift Creek-Whitefish Lake drainage during 2001-2002.

2) An assemblage of drainage stakeholders have recently formed the Swift Creek Coalition, and that
group is embarked on the task of conducting a watershed analysis of the Swift Creek drainage.
Swift Creek is the primary source water stream feeding Whitefish Lake.

The revisit will disclose, foremost, the trophic status of the lake. The 1982-83 research classified the lake
as oligomesotrophic, or somewhat less than pristine, with "signs of a chronic trend toward eutrophy." The
report concluded, "The lake must be protected from additional nutrient loading, if present conditions are to
be maintained or improved." Specific objectives of this project will be to quantify, compare and evaluate
the following limnological relationships:

- temperature, water clarity, dissolved oxygen dynamics

- nutrient (nitrogen and phosphorus) sources and dynamics

- phosphorus and nitrogen mass balance (mass flux, includes loading)
- algae biomass, composition, and primary productivity

- distribution of shoreline algae

- trophic status of the lake as compared to 1983.

The research project, or revisit, will become a critical management milepost in the course of development
of this extremely popular region of the state. Of equal importance is the educational aspect of this
comparison of then and now. Water quality has been identified in recent polls as the foremost concern of
Flathead residents. Results of this project will be widely acclaimed.
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Technical Assessment:

Project Background:

The project is located in the Whitefish Lake watershed, Flathead County, Montana. This study would
follow the same proven scientific methods and sampling locations that were used during a study of the
lake in 1982, allowing a “then vs. now” comparison of the water quality of Whitefish lake. The 1982 study
was also funded by this grant program.

Technical Approach:

Project details were well developed, including maps with sampling locations, sampling frequencies,
parameters to be analyzed, and a direct connection between the technical work and the budget. The
goals and objectives were clearly outlined and are attainable using the methods that are proposed.

The principal researcher, who also directed the 1982 study, is one of the best limnologists in the nation.
The proposed methods are proven (not experimental) and very quantitative (not qualitative or unable to
stand on their own). The results of this study will be instrumental in developing management policies for
protecting the quality of Whitefish Lake and downstream waters, including Flathead Lake.

This study also sets a standard regarding ways that the applicant, local citizens, and high school students
can enhance and expand the technical and scientific effort. Whitefish Water & Sewer District personnel
will spend 350 hours conducting water sampling. Volunteers will donate time (485 hours), boats, and
vehicles to assist the field study. High school students will also help with data collection and plan to
establish a project website to announce the project plan and provide periodic updates on the progress of
the study.

Project Management:

The general manager of the Whitefish Water and Sewer District, or, in his absence, the board president,
would be responsible for the management of the grant and for coordination of most logistical matters
associated with the field study. The district will provide $6,720 in in-kind contributions (an average of
about four hours per week) to administer and manage the grant, which should be sufficient since the
applicant and contractor have successfully worked together on projects in the past. The district's general
manager has previous experience in the administration of an RRGL grant (the Swift Creek Clay Bank
Project in 1991).

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $6,720 $ 6,720
Professional &

Technical $100,000 $0 $11,990 $111,990
Construction $0 $0 $0 $0
Total $100,000 $0 $18,710 $118,710

The budget was well-developed and accurately reflected project costs. The project funding strategy was
adequately developed. Hourly/daily rates for both the fieldwork and report preparation were reasonable,
and the time (effort) allocated to conduct this work was adequate. The budget, both for the grant dollars
and the in-kind contributions, was clearly linked to specific study tasks. Proposed laboratory (analytical)
costs were also reasonable, and in fact, are less than what private analytical laboratories would charge.

Benefit Assessment:
The purpose, goals and objectives of this project are totally directed toward the conservation,

management and protection of the water quality of Whitefish Lake. This renewable resource is a source
of drinking water for the City of Whitefish and supports viable populations of native cutthroat and bull trout
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(the latter a threatened/endangered species). The near-pristine waters of the lake support a significant
recreational industry. The project will result in a quantifiably significant contribution to the management of
the lake’s water quality.

The study will re-measure the trophic status of the lake using methods and locations that were used
during the 1982 study. As such, the study will provide a basis to evaluate the effectiveness of the land
and water conservation activities that have been advocated by the applicant, the Flathead Conservation
District, The Flathead Basin Commission (FBC) and other public entities. These prior implementation
activities have resulted in improvements in the preservation of Whitefish Lake’s water quality. The study
will provide these decision-makers with the scientific support needed to advocate additional conservation
activities to protect the quality of the lake, therefore providing future benefits to Montanans.

The efforts of this project would indirectly result in significant benefits to the development of natural
resource-based recreation. The protection of the quality of Whitefish Lake would allow the continued
development of the lake’s fishery and clean-water based recreation.

The project would protect multiple uses such as clean drinking water, viable fisheries, water clarity (which
enhances the lake’s tourist-based recreational industry), etc. The project would provide a quantifiable
benefit to the public in the form of a management tool advocating the protection of a renewable natural
resource. The project is well supported, as evidenced by nine letters of support from local and state
agencies and citizen groups included with the application. The public involvement and technical effort of
this project will serve as a model for the management of other lake basins in Montana.

Environmental Evaluation:
There would be no significant short- or long-term environmental impacts resulting from this project.
Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of project scope of work, administration
and budget.

Project No. 11

Applicant Name: Florence County Water & Sewer District
Project Name: Wastewater Improvements

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 500,000 Treasure State Endowment Program
$ 400,000 Community Development Block Grant
$4,440,000 undetermined RUS and EPA

Total Project Cost: $5,440,000
Project Abstract: (Prepared and submitted by applicant.)

Florence is an unincorporated community located about 20 miles south of Missoula with about 650
residents, a school and a number businesses. All residents utilize on-site septic systems and individual
wells, with the exception of a few subdivisions on small public water systems. The district is about 400
acres in area. Some areas are densely developed, whereas other areas are open spaces.

Two methods of technically assessing the existing situation indicate that public water supplies are at risk
from contamination from the septic systems. The Montana Bureau of Mines and Geology did a study on
the area and concluded that some measurable impacts to water supplies are occurring and drinking water
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supplies may be at risk, particularly as additional development occurs. A risk assessment methodology
used in Missoula County was applied to the Florence area, with consideration given to aquifer
characteristics, septic density, problems, well density, commercial density and other factors. This
analysis, when comparing Florence to other unsewered areas in Missoula County, indicated that the
Florence area had the second highest priority in potential risk out of a total of 9 areas considered. Many
of the other areas are now being sewered or will be soon, given their apparent public health risk.

The proposed solution includes the construction of a centralized sewer system and lift stations, and
discharge to a lagoon treatment system with wetlands for effluent polishing and nutrient with final
discharge to infiltration basins. Storage is provided for adverse winter operating conditions and to
improve process flexibility.

Technical Assessment:

Project Background:

Florence is an unincorporated community located about 20 miles south of Missoula with about 650
residents, a school and a number of businesses. All residents utilize on-site septic systems and
individual wells, with the exception of a few subdivisions on small public water systems. The water and
sewer district is about 400 acres, some of which are densely developed while others are open spaces.

Two methods of technically assessing the existing situation indicate that public water supplies are at risk
from contamination from the septic systems. The Montana Bureau of Mines and Geology did a study on
the area and concluded that some measurable impacts to water supplies are occurring and drinking water
supplies may be at risk, particularly as additional development occurs. A risk assessment methodology
used in Missoula County was applied to the Florence area, with consideration given to aquifer
characteristics, septic density, well density, commercial density and other factors. This analysis, when
comparing Florence to other unsewered areas in Missoula county, indicated that the Florence area had
the second highest priority in potential risk out of a total of 9 areas considered. Many of the other areas
are now being sewered or will be soon, given their apparent public health risk.

The proposed solution includes the construction of a centralized sewer system and lift stations, and
discharge to the lagoon treatment system with wetlands for effluent polishing and nutrient removal. Final
discharge will be to infiltration basins. Storage is provided for adverse winter operating conditions and to
improve process flexibility.

Technical Approach:

The location of the lagoon facilities has not yet been identified. The goal of the project is to protect
groundwater and surface water quality and thereby protect public health by preventing drinking water well
contamination. The specific objective is to design and construct a central wastewater collection,
treatment and disposal system that meets current standards and protects the groundwater and surface
water supplies of the area. A detailed evaluation of three treatment alternatives was conducted:

1. aerated pond, wetlands polishing, storage, and discharge to IP cells
2. aerated ponds, storage and effluent disposal by irrigation
3. SBR package plant, storage and effluent disposal to IP cells

The selected alternative was aerated ponds with effluent polishing by wetlands followed by disposal to IP
cells. This is a feasible technology and will completely solve the identified problems. The selected
alternative is the least-cost alternative. Collection system alternatives were discussed, but only one
collection system alternative was evaluated in detail, and no comparative evaluation for collection system
alternatives was prepared.
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Project Management:

The applicant has retained a professional consultant with experience in grant administration and project
management to assist with management of the project. The applicant has outlined the responsibilities of
each individual and developed an overall management strategy. The budget includes sufficient funds to
manage the project. The district’s engineering contract requires the engineer to perform certain tasks to
keep the public informed. Consultants will be contracted with and will be held accountable to the contract
requirements by the district board. Consultants will be required to provide periodic progress reports.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $ 154,500 $ 154,500
Professional &

Technical $0 $0 $ 655,000 $ 655,000
Construction $ 100,000 $0 $ 4,530,500 $ 4,630,500
Total $100,000 $0 $5,340,000 $ 5,440,000

A funding structure is not yet in place to fully fund the project. A general funding strategy has been
described in the uniform application, but the total grant funding and sources are not yet available. The
applicant plans to pursue a $500,000 TSEP grant, a $100,000 DNRC grant, an undisclosed combination
of RD grant and loan and a $400,000 CDBG grant. The area does not meet the Low-to-Moderate Income
(LMI) requirements for CDBG, so the applicant suggests targeting improvements for LMI users, such as
service line installation. This represents only 20 percent of the total project costs and would result in user
costs in the range of $90/month based on the funding scenarios table on page VI-5 of the PER. To help
lower this cost, the applicant suggests breaking the project into two phases, such that grant funding could
be extended to at least two grant cycles. If successful, the phased strategy could allow grant funding to
approach 40 to 50 percent of total project costs. The user cost would range between $60 and
$70/user/month with the two-phased approach. The applicant feels that additional grant funding is
needed. An RD grant share was not discussed. However, the LMI for this area as presented in the
application is $28,022 and the project may not be eligible for RD grants. The funding strategy
recommends going to Congress for a special appropriation under the Construction Grants Program. The
potential success of such an approach is unknown, other than to say it has worked for some
communities. Total project costs appear to be reasonable and sufficiently documented, but it is not clear
how the costs would be distributed between the two proposed phases. No spending has occurred to date
other than for engineering studies. Because the funding plan is not fully developed, funding coordination
needs are not yet known.

Benefit Assessment:

The primary benefit of the project is the protection of groundwater and surface water supplies to ensure
the long-term quality of Montana’s renewable resources. The development of a central collection system
will discourage urban sprawl, which in turn will conserve land resources. The project will result in the
construction of a storage pond and will improve groundwater and surface water quality. The project will
provide a quantifiable benefit to the public and has received significant public support.

Environmental Evaluation:

Overall the project is likely to have a net positive impact on the environment by reducing groundwater and
surface water pollution. Population density in the area is increasing, and siting of the lagoon facilities
could be difficult from an aesthetics, odor and social acceptance perspective. The lagoons are likely to
have a localized social and aesthetic impact to several nearby homeowners. A final lagoon site has not
been selected, so site-specific environmental impacts are not known.
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Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of project scope of work, administration
and budget.

Project No. 12

Applicant Name: Bitterroot Irrigation District

Project Name: Bitterroot River Water Quality Improvement — Phase |l

Amount Requested: $100,000 Grant

Amount Recommended: $100,000

Other Funding Sources: $111,000 U.S. Bureau of Reclamation
$ 99,750 Bitterroot Irrigation District

Total Project Cost: $310,750

Project Abstract: (Prepared and submitted by applicant.)

This project is Phase Il of a multi-year effort to improve water use and water quality at the Bitterroot
Irrigation District (BRID). Phase | was funded by a Renewable Resource Grant (RRG), a U.S. Bureau of
Reclamation (USBR) grant and Bitterroot Irrigation District (BRID).

Phase Il has four tasks that would improve flow management throughout the extensive BRID system,
reduce canal leakage in a high-hazard section, and evaluate projects for Phase llI.

1. TASK I would add flow sensors and radio units to 8 calibrated flow measurement sites along the
BRID canal, feeding continuous information into BRID headquarters. Knowing the precise flows
throughout the system, BRID managers would be able to divert less water from Como Lake and
Lost Horse Creek, leaving more for fish, wildlife and other uses. Diverting less water means less
tailwater discharges to state waters (excess water at the end of the canal system). Tailwater
discharges have caused significant erosion and sedimentation, especially in the Threemile Creek
drainage.

2. TASK 2 would line approximately 5,000 feet of canal that has a history of problems, including
severe leakage, bank failure and roadway damage. Residential construction below this ditch
section has added new concerns for safety and property damage.

3. TASK 3 would evaluate options for the proposed Dry Gulch Siphon, which would replace 3 miles
of leaky ditch. The evaluation would include ditch leakage measurements, ditch lining, and
siphon construction. The siphon evaluation will include costs, easements, feasibility and
comparison to other alternatives. The proposed solution would be implemented in Phase Il of
the BRID project.

4. TASK 4 would provide a design for refurbishment of the Skalkaho Creek diversion structure to
allow better water management, flow releases for fisheries, fish screens and improved fish
passage. Alternatives would be identified in cooperation with USBR and Montana Department of
Fish, Wildlife and Parks (DFWP).

Technical Assessment:

Project Background:

The project is located in the Bitterroot Valley of western Montana. It includes almost 17,000 irrigated
acres fed by a canal system more than 70 miles long extending from southwest of Hamilton to northeast
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of Florence. The project is Phase Il of a multi-year effort to improve water use and water quality related to
the operation of the Bitterroot Irrigation District (BRID). Phase | is in progress and was funded in part by
a Renewable Resource Grant as well as funding from U.S. Bureau of Reclamation (USBR) and BRID.
The need for the project has resulted from:

1. a USBR requirement that all federal irrigation projects complete a water management plan and
work to implement its recommendations

2. a series of canal leaks and failures that have affected natural resources and threatened public
infrastructure

3. anincreasing concern over fish resources and the effects of irrigation system management

Technical Approach:

The overall goal of the project is to ensure the continued efficient and economical operation of the BRID
system. The specific goals of Phase Il, as described in this proposal, are to improve water management,
reduce water loss and improve fish resources. The objective of Task 1 is to improve water management
through the installation of sensors and radio units to provide BRID managers with instant access to flow
information throughout the system. Eight calibrated flow measurement sites will be established along the
main canal where sensors will be located, and radio signals will transfer information to a base station
installed at BRID headquarters. Instantaneous, precise flow measurements will enable BRID managers
to divert less water from their main sources at Como Lake and Lost Horse Creek.

Task 2 will reduce canal leakage along a 5,000-foot section through the installation of ditch lining
materials. BRID is working closely with USBR to identify the most effective and cost-efficient lining
materials available. USBR is currently testing a wide range of ditch lining materials and methods.

The objective of Task 3 is to complete an evaluation of options for the proposed Dry Gulch Siphon that
would replace 3 miles of leaky ditch. The evaluation includes ditch leakage measurements and
addresses alternatives, including ditch lining and siphon construction. The proposed solution is planned
for implementation in Phase 3.

The objective of Task 4 is to design a new Skalkaho Creek diversion structure to reduce numbers of fish
killed in the irrigation system. Alternatives will be identified in cooperation with USBR and Montana
Department of Fish, Wildlife and Parks. The proposed solution is planned for implementation in Phase 3.

BRID has provided adequate documentation to show the objectives and rationale for the proposal. The
approach is feasible and can be accomplished within the timeframe and schedule provided. Alternatives
have been clearly considered for Task 1, and a rationale for selecting the proposed alternative has been
explained. Tasks 2, 3 and 4 have an alternative selection component defined as part of each task.

Project Management:

The project will be managed by the BRID manager under the direction of the irrigation district board. A
consultant who has a long history of work on similar projects and successful project management
experience will provide project management assistance. USBR will be providing some level of project
management support because the agency is providing funding.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $9,750 $ 9,750
Professional &

Technical $19,000 $0 $ 4,500 $23,500

Construction $81,000 $0 $196,500 $277,500

Total $100,000 $0 $210,750 $310,750
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Unit costs for the project are itemized and appear reasonable. These costs are based on expenditures
for similar work in Phase | of the project as well as previous experience with similar projects. The
alternative for Task 1, utilizing ditch riders, did not meet the same management objectives. Cost
comparisons for sensor and radio equipment were made, and the equipment chosen was determined to
be the least expensive and most dependable of its type. Tasks 2, 3 and 4 will be evaluating alternatives,
including the cost factor. Matching funds and in-kind contributions have been committed.

Construction costs will be paid for by grant money, funds and in-kind contributions by the applicant
($99,750), funds from USBR through the Water Conservation Field Service Program for the Upper
Columbia Area ($50,000/yr), and in-kind services (valued at $11,500) provided by USBR. Future
operation and maintenance costs for Tasks 1 and 2 will be provided from district fees. A majority of the
district’'s current budget of $408,300 per year is used for system operation and maintenance. This
revenue is raised by an annual assessment of $20/acre on 16,665 acres, plus $75 for each of the 1,000
accounts.

Benefit Assessment:

This project has clear resource conservation benefits. The installation of a flow measurement system will
conserve water, providing increased instream flows and improved tailwater management. Better tailwater
management will reduce sediment discharges into state waters. Water losses through existing leaks are
estimated to be 50 to 75 cubic feet per second, which is about 25 percent of the flow. Past leaks have
resulted in bank liquification and collapse, bank and tree movement downslope and gully erosion. Both of
these efforts will result in measurable water conservation, which will have immediate and long-term
benefits.

Tasks 3 and 4 will evaluate and design alternatives for future resource conservation efforts through
leakage control and the design of a diversion structure to reduce fish Kills.

Any resource enhancement that will occur is an indirect benefit from water conservation measures and
prevention of erosion. These are likely to result in some long-term enhancement of fish and wildlife
habitat.

The public that will benefit directly from the project will be the BRID project members (about 1,265 parcels
on 16,665 acres). Other beneficiaries include the 8,000 residents of the valley near BRID lands.
Downstream water users in the Missoula area will benefit from increased water quality and quantity.
Environmental Evaluation:

This project does not have any long-term or potential adverse environmental impacts.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.
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Project No. 13

Applicant Name: Town of Manhattan

Project Name: Wastewater System Improvements

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 500,000 Community Development Block Grant

$ 500,000 Treasure State Endowment Program
$1,623,318 State Revolving Fund
$ 2,750 Local Reserves

Total Project Cost: $2,726,068
Project Abstract: (Prepared and submitted by applicant.)

The incorporated Town of Manhattan is located in the Gallatin Valley, approximately 19 miles west of
Bozeman. The Town was established in 1891 and legally incorporated in 1911. The original wastewater
system was constructed in 1916 and consisted of a collection system, septic tank and discharge to the
Gallatin River. The existing facultative lagoon was constructed in the early 1960s, with collection system
upgrades implemented in 1977, and piping modifications and other upgrades being made in 1985. In
1995, DEQ noted that the lagoons leaked, and the Town was advised to assess the leakage and remedy
the situation. In 1998, DEQ issued a letter stating that leaking lagoons constitute unpermitted discharge
to groundwater and the Town needed to obtain a groundwater discharge permit or line the lagoons.
Additionally, repeated violations of the MPDES Discharge Permit have occurred.

In the fall of 1999, the Town Council voted to solicit proposals from engineering firms to prepare a
Preliminary Engineering Report (PER) for the wastewater system. Stahly Engineering and Associates
was hired in January 2000 to prepare the PER in anticipation of completing the draft PER prior to grant
application deadlines.

The Town's wastewater management system has the following documented deficiencies.
1. Wastewater Collection System Deficiencies

High groundwater infiltrating into deteriorated collection lines

Gaps in joints of vitrified clay pipes

Severe root intrusions in the older collection lines

Deteriorated manholes

Abandoned flush tanks in collection lines which prevent pipe maintenance

High maintenance requirements associated with repeated line back ups and basement flooding

~PooT®

2.  Wastewater Treatment Deficiencies

a. Violations of the MPDES discharge permit limits of Biochemical Oxygen Demand (BOD) and
fecal coliform

Above domestic design capacity

Excessive seasonal leakage out of treatment cells

Leaky lagoons as noted by DEQ

Inadequate sewage treatment due to hydraulic overloading

Inadequate sewage treatment resulting from overloading the design BOD and Total Suspended
Solids (TSS)

g. Elevated nitrates in the shallow aquifer in the vicinity of the lagoon

~ooo0C

The overall project consists of two phases and involves the following improvements:
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Phase | - (1) replacing deteriorated collection lines and manholes, thereby reducing groundwater
infiltration; (2) removal and disposal of large amounts of accumulated sludge in the lagoons; (3) land
acquisition for wastewater treatment expansion

Phase Il - (1) modifying the existing facultative treatment system into aerated lagoons for expanded
treatment; (2) providing storage and spray irrigation for incremental design flows to meet non-degradation
requirements; (3) lining the wastewater treatment system to prevent groundwater contamination.

Phase | will be accomplished with an SRF loan. TSEP grant funds are proposed for Phase Il of the
overall project, in conjunction with CDBG grants, DNRC grants and SRF loan monies.

Technical Assessment:

Project Background:

The Town of Manhattan is located in the Gallatin Valley, about 19 miles west of Bozeman. The Town'’s
original wastewater system was constructed in 1916 and consisted of a collection system, septic tank and
discharge to the Gallatin River. A facultative lagoon was constructed in the early 1960s, and the
collection system was upgraded in 1977. Piping modifications and other upgrades were made in 1985.
In 1995, DEQ noted that the lagoons leak, and the Town was advised to assess the leakage and remedy
the situation. In 1998, DEQ issued a letter stating that leaking lagoons constitute unpermitted discharge
to groundwater and required the Town to obtain a groundwater discharge permit or line the lagoons.
Repeated violations of the MPDES Discharge Permit have also occurred.

To address these concerns, the Town proposes to improve its wastewater system. This project will
consist of two phases.

Phase | will replace deteriorated collection lines and manholes, remove and dispose of large amounts of
accumulated sludge in the lagoons, and acquire land for wastewater treatment expansion.

Phase Il will modify the existing facultative treatment system into aerated lagoons for expanded
treatment, provide storage and spray irrigation for incremental design flows to meet non-degradation
requirements, and line the wastewater treatment system to prevent groundwater contamination.

Technical Approach:

The goals of the project are to reduce groundwater and surface water pollution and reduce the public
health risk associated with BOD and fecal coliform exceedances. The specific objectives are to line the
existing ponds and expand the organic and hydraulic capacity of the treatment system. Lining the ponds
will eliminate or significantly reduce groundwater pollution and any subsequent surface water pollution.
The increased organic and hydraulic capacity of the proposed treatment system will improve effluent
quality and allow the system to come into compliance with BOD and fecal coliform permit limits. This will
significantly reduce the public health risks associated with these contaminants. TV inspection of some of
the collection system was performed and forms the basis for recommended improvements to the
collections system. The goal of the collection system improvements is to reduce groundwater inflow and
thereby reduce inflow into the plant.

A detailed evaluation of appropriate treatment alternatives has been presented. The treatment
alternatives evaluation is adequate to support the selection of the recommended alternative. The least-
cost alternative was selected. The alternatives considered include mechanical aeration, package
mechanical plants, and facultative lagoons, each combined with disposal by irrigation or by selective
surface water discharge and storage. TV inspection reports were used to identify and justify the
recommended collection system improvements. The plan proposes to replace 7,200 lineal feet of sewer
main. The two existing ponds would be rehabilitated into mechanically aerated ponds with periodic
discharge and periodic irrigation for disposal. A storage pond would be provided to provide better plant
flexibility. The irrigation is needed to reduce the load discharged to the river such that nondegradation
requirements are satisfied. An appropriate cost-effective alternative will be pursued.
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Project Management:

Manhattan's town clerk will administer the grant with assistance from the project engineer. The role of
each person in the project was reasonably outlined in the application. A public relations and agency
coordination strategy was described and appears to be feasible.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $ 16,500 $ 16,500
Professional &

Technical $0 $0 $ 86,000 $ 86,000
Construction $ 100,000 $0 $2,523,568 $2,623,568
Total $ 100,000 $0 $2,626,068 $2,726,068

All necessary costs have been included, are well documented, and appear to be reasonable and
consistent with other projects of a similar nature. The strategy and timing of the funds is feasible and the
likelihood of successfully competing for the identified grant funds is good. The final user rate after
implementation of the proposed project is $29.37/user/month. This appears to be reasonably affordable
to the residents of Manhattan.

Benefit Assessment:

The proposed project will line the lagoons and thereby reduce groundwater pollution and improve the
quality of the groundwater for other uses. The lined lagoon will also improve surface water quality by
improving groundwater quality, which eventually discharges to surface waters. The expanded treatment
capacity and improved efficiency of the treatment process will improve effluent quality, which will reduce
surface water pollution. Irrigation of a portion the effluent for disposal represents resource conservation
by re-using a renewable resource.

Environmental Evaluation:

The majority of the proposed work would occur in the existing lagoon footprint or immediately adjacent to
the existing lagoons. No serious adverse environmental impacts are expected. The project will have a
net positive impact on the environment by eliminating wastewater leakage from the lagoons and
improving effluent quality discharged to the river. Both groundwater and surface water pollution will be
reduced. The project will result in a net increase in energy use.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.
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Project No. 14

Applicant Name: Glen Lake Irrigation District
Project Name: Therriault Creek Point of Diversion Infrastructure and Fish Habitat

Improvement Project

Amount Requested: $ 94,500 Grant
Amount Recommended: $ 94,500
Other Funding Sources: $ 5,195 Glen Lake Irrigation District

$ 9,950 U.S. Fish and Wildlife Service
$ 3,000 NRCS Lincoln Conservation District

Total Project Cost: $112,645

Project Abstract: (Prepared and submitted by applicant.)

In September 1999, the Glen Lake Irrigation District (GLID) applied for and received funding through the
DNRC Project Planning Grant program to develop a water conservation and capital improvement plan for
portions of its 30-mile irrigation system. In conjunction with GLID and the U.S. Bureau of Reclamation
(USBR), Land & Water Consulting, Inc. (LWC) initiated a comprehensive review of GLID's current and
future needs and developed a preliminary strategy for water conservation, water quality improvements,
and other capital improvements. Based on the results of this preliminary technical review, GLID identified
a project that will achieve multiple goals including:

Improve canal efficiency at the primary point of diversion (Therriault Creek); conserve water through
improved infrastructure.

Improve surface water quality.

Eliminate an existing fish barrier impeding upstream migration by threatened and endangered bull
trout and westslope cutthroat trout.

Increase recruitment stock of juvenile and adult bull trout to the larger Kootenai River drainage
through installation of a fish screen at the primary point of diversion.

To accomplish these goals, the following tasks have been identified and are the focus of this grant

application:

1. Complete an engineering design for the Therriault Creek point of diversion (POD).

2. Install a McKay fish screen at the POD to prevent access of juvenile and adult bull trout to the
irrigation system (population bottleneck).

3. Replace and upgrade the existing diversion structure that is impeding upstream migration of bull trout
and westslope cutthroat trout to upstream spawning and rearing tributaries.

4. Reconstruct approximately 400 feet of Therriault Creek at the POD to improve fish habitat and water quality.

5. Reconstruct and seal approximately 200 feet of irrigation ditch at the POD using a high density

poly-ethylene liner (HDPE) or equivalent.

Technical Assessment:

Project Background:

The Glen Lake Irrigation District (GLID), established in 1910, is located in Lincoln County near the town of
Eureka, Montana. It serves 153 users on 3,228 acres. Water is diverted from Grave Creek and Therriault
Creek south and east of Eureka into a 30-mile irrigation canal. Artificial impoundments, including Costitch
Lake and Glen Lake, temporarily store water for controlled release. A recently completed study, financed
by a DNRC Planning Grant, reached the conclusion that the scope of work should concentrate on critical
areas of the ditch system, in particular, the primary points of diversion. The proposed project includes
reconstruction of the canal and point-of-diversion structure (POD), extensive channel and floodplain
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construction, ditch lining, and installation of a fish screen to prevent loss of juvenile bull trout to the
irrigation canal.

Technical Approach:

The primary goal of this project is to improve water management and protect and conserve bull trout
populations associated with the Tobacco River watershed of northwestern Montana. Project sponsors
include the Natural Resource Conservation Service, U.S. Fish and Wildlife Service, and GLID.

A new POD for Therriault Creek will be designed and installed. The new POD will include a McKay fish
screen and a water-measuring device. About 400 feet of Therriault Creek at the POD will be
reconstructed, and about 200 feet of the irrigation ditch at the POD will be reconstructed and lined.

If left untreated and in its current configuration, the irrigation canal and associated infrastructure would
remain a barrier to migrating bull trout and other fish species. The proposed channel-floodplain
restoration activities would reclaim miles of bull trout and other fish species habitat.

Project Management:

The GLID manager will provide project coordination under direction from the district board. The Lincoln
County Conservation District will provide bookkeeping support, and GLID and the contractor selected for

the project will provide administrative support.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $ 5,800 $0 $ 2,000 $ 7,800
Professional &

Technical $ 14,450 $0 $ 2,500 $ 16,950
Construction $ 74,250 $0 $ 13,645 $ 87,895
Total $ 94,500 $0 $ 18,145 $112,645

The scope and the budget for this project were developed based on the limited financial capabilities of the
irrigation district. The proposed funding sources include dollars provided by USFWS, in-kind technical
support offered by NRCS and the Lincoln conservation district, and the requested DNRC grant dollars.
The funding structure is in place, and all costs seem reasonable.

GLID has agreed to incorporate future maintenance costs in its annual operations budget. This cost
should be significantly less than the cost to maintain the existing facility, given the efficiency of the new
system.

GLID’s current operating budget of $63,000 is used for general system maintenance and operation. This
revenue is raised by an annual assessment of $20/acre on 3,228 acres. There will be 153 families
served by the project. The district's cash reserve has been practically exhausted due to unexpected
costs associated with improvements at the Costitch Lake spillway.

Benefit Assessment:

The project is part of a larger watershed effort to improve water management and protect and conserve
bull trout populations in the Tobacco River watershed. The new POD will improve the delivery of water to
irrigators. The installation of a water measuring device in the reconstructed ditch will ensure that water is
diverted efficiently, and that water demand and conservation goals are met. A water rights evaluation will
also be completed. The channel and ditch improvements will enhance water quality by reducing the
sediment load and will create additional wetland acreage. The fish screen and stream channel
improvements will significantly improve the habitat for bulltrout and westslope cutthroat, both threatened
species in Montana.
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There is documented citizen support. Numerous agencies including USFWS, NRCS and the Lincoln
conservation district have expressed support of this project through in-kind and financial contributions.

Environmental Evaluation:

Project implementation will not result in any known long-term adverse environmental impacts. Detailed
information on wetlands, threatened and endangered species, soils and water quality must be addressed
in the final design report. The proposed project will require several permits from various county, state and
federal agencies and must be secured before construction begins. These include the following:

1. U.S. Army Corps of Engineers Section 404 Permit

2. 318 Authorization, or Short-Term Water Quality Standard for Turbidity

3. 310 Permit, or Montana Natural Streambed and Land Preservation Act

4. Biological Opinion (USFWS) for potential effects on threatened and endangered species

Funding Recommendation:
DNRC recommends grant funding of $94,500 upon approval of a project scope of work, administration

and budget.

Project No. 15

Applicant Name: City of Whitefish, Montana
Project Name: Wastewater System Improvements
Amount Requested: $ 100,000 Grant

Amount Recommended:
Other Funding Sources:

$ 100,000

$ 500,000 Treasure State Endowment Program Grant
$ 508,040 DEQ State Revolving Fund Loan

$ 10,000 DNRC Technical Assistance Grant

$ 14,650 Project Sponsor

Total Project Cost: $1,132,690
Project Abstract: (Prepared and submitted by applicant.)

The Whitefish wastewater treatment facility was modified from "Phase Isolation" treatment to an aerated
lagoon facility in 1978. The aerated lagoon consisted of three cells, the first being approximately 5 acres
and the following two cells being 2.5 acres each. The aeration system consists of three 40-horsepower
blowers, buried delivery piping and valves, and 126 Schramm Bioweave diffuser units. In 1988, the plant
was upgraded to include a phosphorus removal process following the lagoons. Alum was mixed with
lagoon effluent, and phosphorus was precipitated out with a flocculating clarifier. Clarified effluent was
discharged to the Whitefish River, and the alum sludge went to a belt-filter press.

Since installation of the phosphorous removal process, the City has had difficulty with dewatering the
alum sludge generated by the flocculating clarifier. The existing belt-filter press was unable to produce a
consistent sludge cake with reasonably high solids content. Consequently, the liquid sludge was routinely
wasted to the plant influent stream and introduced to the aerated lagoon basins. Over the ensuing years,
this sludge accumulated in the basins and resulted in increased oxygen demands and reduced lagoon
volumes, and contributed to diffuser fouling. In 1998, the City implemented a project to re-direct the alum
sludge to three new de-watering beds and prevent continued accumulation in the aerated basins.

The main problems at the Whitefish treatment facility are associated with poor operability and
performance of the existing aeration system and the accumulated lagoon sludge. The existing aeration
diffusers suffer from frequent fouling and are very difficult and dangerous for the operators to remove,
clean, and put back into service. Also, the blowers and some aeration piping are in need of replacement
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and up-sizing. More advanced aeration system technologies are being explored that allow for easier
operation, energy savings, and enhanced treatment.

Sludge depths in the first treatment, cell are as much as 12 feet in some locations, and the average is
almost 8 feet. Overall lagoon depth is 15 feet. Not only do the heavy accumulations reduce detention
times for the incoming wastewater, but the sludge also exerts an oxygen demand that depletes available
oxygen for wastewater treatment. In the mid-1990s, this added oxygen demand resulted in dissolved
oxygen levels at 0 mg/l in the treatment cells, causing extremely offensive odors at the plant, poor effluent
quality and numerous odor complaints from surrounding residents.

The proposed project involves installing new blowers, replacing and up-sizing aeration lines, adding
control valving, and installing new, fine-bubble diffuser units in all three aeration cells. Concurrent with
the aeration system improvements, the project will also involve the removal, de-watering and disposal of
accumulated sludge from the treatment basins. The plan is to take each cell out of service, pump out the
sludge, clean out the cell, install new aeration equipment and place the cell back into service. In order to
maintain the highest degree of effluent quality, it is anticipated that the project will take 2 to 3 years to
complete.

Technical Assessment:

Project Background:

The City of Whitefish is requesting funds to improve effluent quality by making improvements to the
wastewater treatment facility aeration system and through the removal and disposal of sludge, which
currently takes up valuable treatment volume in the lagoon cells. To achieve this goal, a Preliminary
Engineering Report (PER) was developed that identified and evaluated many aeration system and sludge
removal and disposal alternatives.

Technical Approach:

A thorough assessment of potential aeration system improvements and sludge removal and disposal
alternatives was completed. The capital and operational cost estimates appear to be adequately and
comprehensively developed with one exception noted below. Three aeration system improvement
alternatives, three sludge removal alternatives and four sludge disposal alternatives were
comprehensively evaluated. The level of detail for the aeration system and sludge removal alternative
analysis was appropriate for this level of study.

Reviewers have several concerns. The first is related to the recommended sludge disposal alternative.
The recommended alternative includes removing sludge from the existing lagoons and temporarily storing
this sludge while it is de-watered in existing phase isolation cells that are not currently being used.
Ultimate disposal of the de-watered sludge will be through land application, but no land application sites
were identified. When contacted about this issue, Montana Department of Environmental Quality (DEQ)
personnel felt that this should be a key element of the planning document because costs could vary
greatly depending on how far the sludge must be hauled before being land applied. Furthermore, the
PER states that the sludge contains high levels of arsenic and other metals, making it unsuitable for land
application. The PER suggests that after the sludge is dried, it will be sampled again for compliance with
U.S. Environmental Protection Agency 503 “Clean Sludge” requirements. There is, however, no
indication that the new sampling will reveal results different from those presented in the PER. At this
time, it appears that the sludge cannot be land applied as recommended in the PER.

According to the applicant’s narrative, the cost to landfill the sludge (the next lowest cost alternative) is
only $2,000 (about 1 percent) more expensive than land application. However, the detailed cost
estimates also included in the application suggest that the difference in cost may actually be $27,550.
The applicant could borrow the additional money either from the U.S. Department of Agriculture Rural
Development (RD) program or from the DEQ SRF program. As a result, there is a high likelihood that the
applicant will be able to secure matching funds sufficient to complete the project.
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Finally, the lagoon cells must be de-watered to remove sludge and to install the new aeration equipment.
The existing lagoon cells are currently sealed by a bentonite (clay) liner to prevent leakage. There is
concern that while the lagoon cells are de-watered, the clay liner may dry, crack, and leak partially treated
wastewater to the ground.

The selected alternative would achieve compliance with all state and federal standards. The proposed
schedule is to begin design of the facilities in late 2000 and initiate construction of Phase 1 of the project
in August 2001 and Phase 2 in August 2002.

Project Management:

The applicant has prepared a detailed project management and implementation plan. The plan has
identified the staff required for successful project management. Staff includes the director of public
works, the city clerk, the city finance officer, the city attorney, a professional administrative consultant and
a design consultant. There appears to be adequate funding in the project budget to effectively manage
the project. $3,000 has been budgeted for personnel costs and $8,000 for professional services related
to project management. The applicant has prepared a comprehensive Preliminary Engineering Report in
which the public had the opportunity to participate.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $67,000 $67,000
Professional &

Technical $0 $0 $193,650 $193,650
Construction $100,000 $0 $772,040 $872,040
Total $100,000 $0 $1,032,690 $1,132,690

The project budget presented in the application appears to be well documented, complete and
reasonable. Construction costs are based on best engineering judgment and past projects for technical
development at the preliminary engineering report level.

The City of Whitefish currently provides service to 2,502 residential and 520 commercial and industrial
hookups with an estimated population of 5,682. The application proposes to fund wastewater
improvements using about $0.600 million in grants from the Montana Department of Commerce Treasure
State Endowment (TSEP) and the Montana Department of Natural Resources and Conservation
Renewable Resource Grant and Loan (DNRC RRGL) Program. The applicant will also pursue a $0.508
million dollar loan from the DEQ SRF program and will use $14,650 from the City’s own reserve account.
The City has already received a $10,000 Planning Grant from the DNRC RRGL Program for the
preparation of the Preliminary Engineering Report. With this proposed funding package, the City's
monthly residential rate will increase from $18.65 to $23.88.

Not all funding for this project has been secured. The applicant submitted applications for grants from the
TSEP and DNRC RRGL programs in May 2000 and funds will not be available until 2001. The DEQ SRF
Program operates on an open cycle. Should one or more of the grant applications be unsuccessful, the
applicant could borrow the additional money either from the U.S. Department of Agriculture Rural
Development (RD) program or from the DEQ SRF program. As a result, there is a high likelihood that the
applicant will be able to secure matching funds sufficient to complete the project.

Benefit Assessment:

The project will eliminate local surface water pollution within the Flathead Lake drainage area. Resource
enhancement will result from the wastewater treatment facility more efficiently treating the wastewater,
improving the quality of about 657 million gallons per year of wastewater effluent discharged to surface
water in the Flathead Lake drainage. Citizens will directly benefit through protection of a major source of
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recreation and elimination of the potential for contact with partially treated wastewater in nearby
drainages.

The benefits of the project include reduction of surface water pollution. The benefits will be long term and
will be quantifiable through continued effluent monitoring. Public support for the project is stated, but not
well documented.

Environmental Evaluation:

Currently wastewater from the City of Whitefish is disposed of by an inadequate wastewater treatment
facility that is full of sludge. Because of the poor condition of the facility, the wastewater is inadequately
treated before being discharged into surface water, resulting in water quality permit violations. The
proposed project, which consists of the removal and disposal of sludge and installation of a new aeration
system, will increase treatment efficiency, resulting in improved effluent quality. This project is expected
to result in an overall long-term positive environmental impact. There will be short-term negative aspects
during construction due to noise, dust and stormwater run-off, all of which can largely be mitigated. The
only long-term potentially negative aspect is the opportunity for periodic odors from the lagoons. The
wastewater treatment facility has been sited such that the odors will impact a minimal amount of
residents.

Funding Recommendation:
DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration

and budget.

Project No. 16

Applicant Name: Ruby Valley Conservation District

Project Name: Lower Ruby Valley Groundwater Management Plan
Amount Requested: $ 98,352 Grant

Amount Recommended: $ 98,352 Grant

Other Funding Sources: $ 3,840 Ruby Valley Watershed Council

$ 13,720 Natural Resource Conservation Service
$ 4,583 U.S. Forest Service
$ 1,440 Ruby Valley Conservation District

Total Project Cost: $121,935
Project Abstract: (Prepared and submitted by applicant.)

The purpose of this project is to develop a planning tool for groundwater resources in the lower Ruby
Valley. Substantial groundwater resource data exist for the Ruby Valley and are available from area
experts and from local, state and federal agencies. However, these data and findings are not adequately
compiled for planning and local decision-making purposes. The Ruby Watershed Council (Council), in
association with Ruby Valley Conservation District, developed this project because everyone in the Ruby
Valley relies on a clean and dependable groundwater supply, and protecting area water resources is
important. Development of rural and agricultural tracks to subdivision housing is at an all-time high in the
watershed. Potential changes and impacts to groundwater resources are poorly understood and should
be evaluated. In addition, general baseline conditions need to be documented, and management
alternatives developed to protect, preserve and conserve groundwater and surface water resources.

The district completed a pilot project on the basin fill sediments in the Mill Creek and Indian Creek sub-
watersheds. One of the primarily goals of the pilot project was to determine the practicality of completing
a large-scale effort for the lower Ruby watershed, and integrating management elements into the data
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compilation effort. The results of the pilot study clearly show that valuable groundwater resource data
exist for the area, and that custom groundwater management recommendations, approaches and best
management practices (BMPs) should be integrated into a watershed-scale effort.

The proposed project focuses on identifying baseline data, similar to the Mill Creek and Indian Creek pilot
project, and conveying these findings into a management plan that includes large-scale and user-friendly
graphical displays, or planning tools, designed to aid decision making and future planning. The project
includes three primary goals, including:

» watershed data compilation and limited field testing/analysis,

» developing a comprehensive data report and groundwater management plan, and

» developing watershed-scale recommendations for future water resource conservation and
protection.

The final product of this effort will be a watershed-scale management plan that describes baseline
groundwater conditions and prescribes methods to conserve, protect, and manage watershed
groundwater resources and, to a limited degree, surface water resources.

Technical Assessment:

Project Background:

The Lower Ruby Valley is located in southwest Montana and includes the towns of Sheridan, Alder and
Virginia City. The Lower Ruby Valley is a patchwork of planned and established subdivisions, and the
loss of agricultural and rural tracks to home development is on the rise. The Ruby Valley Conservation
District and the Ruby Watershed Council have had to rely on limited data and studies from a variety of
sources in order to make informed decisions concerning development. The proposed project includes the
collection and evaluation of groundwater resource information for the basin fill sediments located in the
Lower Ruby Valley watershed. The water resource information will be compiled into a user-friendly
groundwater management plan and database for use as an effective tool for groundwater resource and
watershed planning purposes.

Technical Approach:

The Ruby Valley Conservation District, along with support from the Ruby Valley Watershed Council, the
Natural Resources Conservation Service (NRCS) and the U.S. Forest Service (USFS) — Sheridan Work
Station, proposes to compile existing data along with new field data and water quality analytical results
into a groundwater resource management plan.

The goals of the proposed project include:

» Complete watershed data compilation and limited field testing/analysis.
» Develop a comprehensive data report and groundwater management plan.
» Develop watershed-scale recommendations for water resource conservation and protection.

The initial project focus will be to identify and compile groundwater resource data in the defined study
area. Limited groundwater data will be collected in the field as part of this project. Groundwater elevation
data and general water quality data will be collected at selected locations. A comprehensive data report
and groundwater management plan will be developed for the basin fill sediments and will describe the
watershed groundwater resources within the study area. The management plan will identify best
management practices and provide recommendations for different land uses, with a focus on protecting
and conserving water resources and preserving the current (excellent) quality of the groundwater.

Project Management:

The proposed project will be managed and administered by the Ruby Valley Conservation District
administrator. Additional staffing requirements include contracting with a graduate level student for data
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collection and fieldwork, contracting with a professional hydrogeologist to oversee the technical aspects
of the project, and contracting with a specialist to provide graphic support. In addition, federal, state, and
county level organizations, as well as public input, will provide various levels of support for the project.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $8,640 $0 $0 $8,640
Professional &

Technical $89,712 $0 $23,583 $113,295
Construction $0 $0 $0 $0
Total $98,352 $0 $23,583 $121,935

The budget appears to be sufficient to fund the proposed project. Material, labor and equipment costs
used to develop the budget appear to be reasonable and adequate. The various alternatives evaluated in
the application appear to have been developed in a consistent manner, and the preferred alternative was
determined to be the most viable and cost-effective alternative.

The proposed funding package appears to be a reasonable mix of state funds and in-kind contributions.
In addition to the requested DNRC grant, in-kind contributions will be obtained from the following:

1. Ruby Valley Conservation District has committed $1,440 for project oversight and direction
responsibilities

2. NRCS has committed $3,270 to the project for technical consultation, student travel costs, and
report printing costs

3. USFS has committed $4,583 for technical consultation and student travel costs

4. Ruby Watershed Council has committed $3,840 for technical consultation and project oversight

Benefit Assessment:

The project would provide direct, quantifiable benefits and would directly promote the protection and
management of the natural groundwater resource in the Lower Ruby Valley. The proposed project would
provide a resource for access to the hydrogeologic data necessary to evaluate and plan for growth.
Compilation of existing data into a groundwater resource management plan, collection of a limited amount
of groundwater quality data to supplement the existing data, evaluation of the groundwater resource
conditions of the Lower Ruby Valley, and providing access to the data for decision makers are realistic
short-term and long-term benefits to the community. The technical information provided through this
project will help decision makers to effectively manage the groundwater resource and to make informed
decisions that have significant implications for the quality of life in the valley.

Environmental Evaluation:
This project does not have any long-term environmental impacts or any potential adverse impacts.
Funding Recommendation:

DNRC recommends grant funding of $98,352 upon approval of a project scope of work, administration
and budget.
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Project No. 17

Applicant Name: Charlo Sewer District
Project Name: Wastewater Treatment and Collection

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 400,000 Community Development Block Grant
$ 500,000 Treasure State Endowment Program
$ 198,758 RD Grant
$ 258,771 RD Loan
$ 52500 (District Equity)

Total Project Cost: $1,510,029

Project Abstract: (Prepared and submitted by applicant.)

Charlo was named in honor of Chief Charlo, a leader of the Salish tribes in the last century. The town is
an unincorporated community in central Lake County in western Montana. The community is on the
Flathead Indian Reservation 50 miles north of Missoula in the Mission Valley. The surrounding area is
primarily agricultural and dominated by the Mission Mountains to the east.

The sewer treatment system was constructed in the late 1940s using concrete pipe for the collection
system and a single storage/treatment cell south of town. The only major upgrade to the system since it
was constructed was the addition of small lift station. This allowed an increased effluent level and more
storage in the cell. A wind driven aerator was also added about that time.

The system was operated and maintained by the Lake County Land Services Department until 1997,
when the district was formed. With the increasing maintenance and inflow problems in the collection
system, the new district realized that it was time for a major rehabilitation and engaged the engineering
firm of Neil Consultants to develop a facilities plan for the system.

The draft facility plan (included as a separate attachment) was completed recently and identified the
following deficiencies:

The existing cell has inadequate volume.

The single cell allows very limited process control or flexibility.

The cell banks are eroded.

There are no primary measuring devices.

The existing lift station cannot pump the required volume at peak flows.

An accumulation of 50 years of sludge has decreased the effective volume of the cell.
Discharges often violate the limits of the current NPDES permit.

The collection system has inadequate slope, pipe erosion, root penetration and infiltration.
The primary regulating agency is changing permitting requirements to include ammonia
regulation. The current system cannot meet the new requirements.

10. Seepage of effluent through the cell banks was noticed for the first time this spring.

CoNoR~WNE

The recommended alternative is construction of an aerated cell and addition of a constructed wetlands
system with a periodic discharge that uses the current cell for winter storage. The collection main from
town to a new lift station would be replaced.

The wetlands would meet the ammonia removal requirements from about April to December, and the
existing cell would store the effluent through the winter months. The aeration cell will treat the effluent
prior to storage and discharge. The new main would eliminate some of the plugging problems in the
collection system, and the lift station would be sized to adequately handle the infiltration problems.
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The rates will be raised enough not only to finance the debt portion of this project, but also to build a
reserve fund for incremental reconstruction of the aging collection system. A capital improvement plan
based on the facility plan will be used to plan this long-term replacement.

Technical Assessment:

Project Background:

The Charlo Lake County Sewer District is located in Lake County south of Ronan, Montana, west of U.S.
Highway 93. The area is primarily agricultural.

The sanitary sewer system was constructed in the late 1940s. The collection system is constructed of
concrete pipe, and the treatment system consists of a single facultative treatment cell. The district is
authorized to discharge under EPA National Pollutant Discharge Elimination System permit 0022551.

= The system was operated by Lake County until 1997 when the Charlo District was formed and
ownership was transferred to the district. The district authorized a facility plan to be completed to
access the system and identify needed improvements. The following deficiencies were identified
in the facility plan:

= The single lagoon cell has inadequate volume, limited process control flexibility, no primary
measuring devices and eroded dikes.

= Cell embankment seepage was noted in the spring of 2000.

= Sludge accumulations have decreased the effective volume of the lagoon.

= The lift station is unable to handle the peak flow during storm runoff events.

= Discharge permit violations have occurred on several occasions.

= The collection system has inadequate slope.

The district adopted the facility plan after conducting public hearings and proceeded with funding
applications to complete the improvements recommended in the plan.

Technical Approach:

The stated project goals were to evaluate the effectiveness of the existing collection and treatment
system, identify existing problems, evaluate alternatives for correcting deficiencies, and recommend the
most appropriate solution to meet the district’s needs.

The consultant developed five alternatives for meeting the treatment system needs. Alternatives
included:

» 3-cell facultative system

e aerated lagoon system

» aerated lagoon system with storage and constructed wetlands
« aerated lagoon system with constructed wetlands

» aerated lagoon system with storage and irrigation disposal

The alternatives were evaluated based on the ability to meet the anticipated discharge requirements,
environmental effects, system cost and operation and maintenance costs.

The consultant recommended the district construct a new aerated lagoon system with storage and
constructed wetlands. This option is most likely to meet the discharge requirements at all times of the
year. Storage facilities are recommended so discharges can be eliminated during periods of the year
when wetlands do not provide optimal treatment (winter months).

The planners provided good technical documentation of system flows and a detailed analysis of the
proposed water quality requirements.
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Recommended collection system improvements include replacing the existing lift station and sewer trunk
line. These facilities do not provide adequate capacity to pass the peak flow resulting from runoff events.
Capacities appear to be adequate for peak sewage flows. The planners assumed that removal of non-
sewage flows from the system was not practical and did not evaluate this as an option to replacing the lift
station and trunk line. The reviewer recommends the planners evaluate removing non-sewage flows from
the system and provide a comparative analysis before proceeding with replacement of the trunk line and
lift station. These improvements are estimated to cost $321,000.

A realistic project schedule is provided in the facility plan. Construction is projected to start in August
2001.

Project Management:

A specific project management and implementation plan was provided by the applicant. The district plans
to contract for professional grant administration services.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $ 78,500 $ 78,500
Professional &

Technical $0 $0 $ 247,517 $ 247,517
Construction $ 100,000 $0 $ 1,084,012 $ 1,184,012
Total $ 100,000 $0 $ 1,410,029 $ 1,510,029

The proposed project budget includes $1,098,758 in additional grant funding from Rural Development
and the Department of Commerce’'s CDBG and TSEP programs. The proposed budget will allow the
district to complete the proposed project.

The funding package is not fully in place. The applicant applied for DNRC and TSEP grant funding in
May 2000. The Rural Development application will be submitted in the fall of 2000 and the CDBG
application will be submitted in May of 2001.

The applicant has the ability to access fees to pay for system operation and debt retirement. Projected
average monthly residential user rates, based on the proposed financial plan, are $22.54.

The costs of improvements generally appear to be reasonable and adequate. No excessive costs were
noted, with the possible exception of the interim interest amount in the administration budget. The interim
interest budget is based on borrowing up to $1,000,000. The loan amount in the proposed budget is
$258,771.

One item in the construction estimate was noted. The sludge quantity and unit cost for removal and
disposal may be low. The reviewer’s sludge quantity calculation (based on published sludge depths) is
650 cubic yards greater than the estimated budget quantity. This does not include any provision for
sludge accumulations that may be on the cell embankments. In addition, sludge removal and disposal
costs are estimated at $16.00 per cubic yard. April 2000 bid prices for sludge removal and disposal in
Polson, Montana, were approximately $19.50 per cubic yard. The planner should review the sludge
guantity calculations and make adjustments as appropriate.

Benefit Assessment:

The project will result in a quantifiably significant contribution to renewable resource conservation and
management through meeting water quality standards and ensuring long-term quality of Montana’s water
resources. The project also provides resource enhancement benefits by directly supporting tribal water
quality standards. The project provides citizen benefits through continued sanitary sewer collection and
treatment services. The applicant provided documentation of strong citizen and agency support.
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Environmental Evaluation:

The project will result in numerous long-term environmental benefits relating to water quality. No long-
term adverse impacts have been identified.

Funding Recommendation:

DNRC recommends grant funding or $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 18

Applicant Name: Whitewater Water and Sewer District
Project Name: Wastewater Collection and Treatment System

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000 Grant

Other Funding Sources: $ 500,000 Treasure State Endowment Program Grant
$ 236,895 Community Development Block Grant
$ 226,074 State Revolving Fund Loan

Total Project Cost: $1,062,969
Project Abstract: (Prepared and submitted by applicant.)

The Whitewater community is currently being serviced by individual on-site wastewater treatment
consisting of standard septic tanks and drainfields. Groundwater in the area is shallow, averaging 17 to
20 feet. The residents of Whitewater depend on a shallow groundwater aquifer for their potable water.
The Whitewater school system is currently required by DEQ to treat water supplied to the school drinking
fountains because of the high nitrate levels (over 10 mg/l) recorded in the past. A reverse osmosis filter
(RO) has been installed to comply with this order. An informal study and water sampling was conducted
by the Phillips County sanitarian. The study indicated the groundwater source contains several harmful
contaminants. Nitrate levels exceed 4 mg/l and coliform bacteria were also documented. Past records
show records of giardia lamblia were detected in one of the school wells that resulted in human iliness.

Currently, no central collection and treatment system is in place. Existing wastewater treatment and
disposal depends on conventional septic tanks with subsurface drainfields. Many of these systems have
exceeded their life expectancy and are in need of replacement. Due to the small lot size, few homes or
businesses have the area necessary to site replacement drainfields without violating the State
requirement of 100 feet of separation between drainfields and water wells. In addition, over one-third of
the existing septic systems currently violate the State requirement for 100 feet of separation between
drainfields and water wells. Many of the area wells are only 20 to 30 feet deep. Some of the wells in the
area have experienced bacteriological contamination as well as nitrate levels in the 2 to 5 mg/I range.

It has been concluded that a centralized wastewater collection and treatment facility will help improve the
quality of drinking water. The proposed project involves the following:

1. Existing septic tanks in the community should be abandoned by draining and filling all tanks with
sand. The tanks will be replaced with a standard gravity collection system consisting of 8-inch sewer
mains and laterals transporting wastewater to a common point.

2. Installation of gravity outfall lines from the collection system to a new central treatment facility. If
topography will not permit the use of gravity flow, a sewer lift station and force main would be
installed.

3. Construction of a new central wastewater treatment facility southeast of town consisting of a total
retention lagoon.
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Technical Assessment:

Project Background:

The project, a new wastewater collection and treatment system, will provide a centralized sewer system
for the community of Whitewater, located in Phillips County in north-central Montana. Residents rely on
groundwater from shallow wells for drinking water. The existing septic systems are adversely affecting
these wells, resulting in bacterial contamination and high nitrates in excess of drinking water standards.
The community recently formed a Water and Sewer District to address the problem, including the hiring of
an engineer and pursuing grant assistance. A number of public meetings have been held to inform the
public of project need and costs, and to garner support. Grant assistance from a number of sources is
necessary to make the project affordable.

Technical Approach:

The technical approach provided in the grant application is to abandon the existing septic systems, build
a conventional gravity collection system and lift station, and construct a total containment lagoon system.
The type of technology suggested is simple to operate and conforms well with regulatory constraints that
apply to wastewater systems. As a total containment lagoon, no discharge to surface or groundwater
occurs and discharge permits are not necessary. The goal of the project would be to eliminate the source
of pollutants to the groundwater, resulting in improved drinking water supplies and compliance with public
health standards. The financial plan and project schedule provided for the project is achievable and
realistic. Phillips County officials and DEQ have shown strong support for the project. Required permits
to build the project have been identified and are obtainable.

Project Management:
A viable and experienced project administration team has been provided for managing the project. With
multiple funding agencies involved in the project, good coordination will be required. The proposed

management plan readily addresses project needs.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $ 68,969 $ 68,969
Professional &

Technical $0 $0 $ 153,380 $ 153,380
Construction $ 100,000 $0 $ 740,620 $ 840,620
Total $ 100,000 $0 $ 962,969 $1,062,969

Total project costs are estimated to be $1,062,969, with funding provided by the DNRC grant program,
the TSEP grant program, an SRF loan, and a CDBG grant to benefit low and moderate-income users.
The application intends to secure the loan on the project with issuance of a revenue bond, repaid through
assessments. The town has 60 users who will repay the debt, although the CDBG grant will prepay the
assessments for qualifying low-income users. Even with the grant assistance, user costs for those users
not qualifying for CDBG assistance are estimated to be over $47 per month for debt payment and
operational expenses. Most users will also be required to pay initial costs for service line installation.

The costs for project administration, engineering and construction are reasonable and consistent with
current bidding practices for small communities not requiring complicated construction practices. Unit
costs were derived from recently bid projects, and the engineering or administration fees are consistent
with projects of this size and scope.

The funding strategy relies on a number of funding sources. The schedule for application to the various
programs provides an appropriate approach. Matching funds are not secure, but the applicant is a good
candidate to obtain funding from all identified sources. The project budget must be maintained for the
project to be affordable, given the limited humber of users.
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Benefit Assessment:

The project is designed to protect and improve groundwater resources to improve the drinking water
supplies for all of the community’s residents. Indirectly, surface water quality should also improve as a
result of the project because nearby intermittent streams are thought to be fed by groundwater. This may
enhance recreational opportunities. All of the citizens in the community will benefit from improved
drinking water that should be free of bacterial contamination. Citizen support for the project has been
demonstrated. County and State officials have also indicated support for the project.

Environmental Evaluation:

The proposed project will result in no adverse long-term environmental impacts. About 10 acres of land
will be required for the treatment system, and the system will be located outside of floodplains and
wetlands, and will be designed to leave any cultural resources undisturbed.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 19

Applicant Name: Glasgow Irrigation District

Project Name: Vandalia Diversion Dam - Phase Il — North Bridge Pier
Amount Requested: $100,000 Grant

Amount Recommended: $100,000

Other Funding Sources: $ 24,450 In-kind

Total Project Cost: $124,450

Project Abstract: (Prepared and submitted by applicant.)

This proposal is for a grant to repair the Vandalia Diversion Dam. Constructed between 1913 and 1917,
Vandalia Dam is the diversion structure for Glasgow Irrigation District (GID). After more than 80 years of
continuous operation, the facility is in need of significant repair and rehabilitation. Phase | rehabilitated
the canal inlet and tunnels. Phase Il will be rehabilitation of the north bridge pier.

The district includes approximately 105 operational farm units covering 18,011.47 acres. A rural
population of approximately 424 rely on project facilities for irrigation water delivery, and numerous others
rely on the reservoir created by Vandalia Dam for irrigation pumping. Anglers also enjoy use of the
reservoir. The project facilities are the economic backbone of our agricultural community, and the key to
the economic stability of Vandalia, Tampico, Glasgow and Nashua.

GID has aggressively worked toward modernization, rehabilitation and repair of project facilities. The
district completed a $2.2 million federal Rehabilitation and Betterment (R & B) loan project to repair and
modernize the main conveyance system. The district also used cost-share grants with DNRC to replace
128 of the 300 on-farm delivery diversion structures in the district, test repairs at the dam, and rehabilitate
the canal inlet and tunnels. These loan and cost-share projects have caused a considerable financial
strain on GID. With the R & B loan program, district taxpayers had to reduce their annual economic
return in order for GID to meet financial responsibilities.

The structural integrity of the dam is vital to delivery of water to district members. GID plans to initiate the
rehabilitation of the north bridge pier in the fall of 2001. Funds from this grant will supplement the effort.
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GID will continue to pursue grant sources to provide funding for future phases of the repair and
rehabilitation.

Technical Assessment:

Project Background:

Vandalia Diversion Dam is the primary diversion structure for the Glasgow Irrigation District (GID). The
U.S. Bureau of Reclamation (USBR) constructed the dam between 1913 and 1917 as part of the Milk
River Project. The dam has been in continuous service since 1917.

Because of extensive deterioration throughout the structure, GID contracted with an engineering firm to
complete a comprehensive engineering analysis and rehabilitation plan. Significant erosion and freeze-
thaw deterioration has occurred to the concrete piers that support the dam. This project implements
specific recommendations from the study.

Maintenance repairs were completed in 1960, a $2.2 million federal R & B loan was obtained to
accomplish repairs in 1995, and grant money was used to repair the canal inlet and canal tunnels in
1999. The dam is currently in operable condition.

Technical Approach:

The goal of the project is to rehabilitate the lower portion of the north bridge pier of Vandalia Diversion
Dam. This project (Phase II) is the second step toward complete rehabilitation of the dam. Repair and
rehabilitation of the north pier is a high priority. The repair is necessary to protect the pier and replace
unsound concrete.

The project consists of removal of about 105 cubic yards of loose concrete. All damaged, deteriorated,
loosened and unbonded concrete will be removed through jack hammering and sand and water blasting.
Reinforcing steel will be replaced, and epoxy dowels will be placed to achieve maximum strength.
Poured concrete will be sampled for testing to ensure that it meets the required USBR standards. All
repair and rehabilitation will be completed in accordance with USBR guidelines and industry standards for
structural concrete projects.

Recommendations for the rehabilitation of the Vandalia Diversion Dam include three alternatives.

1. Do nothing;
2. Rehabilitate in a series of steps out of the district’s annual operations budget; or
3. Split the rehabilitation into phases that could be funded with grants and in-kind money.

Alternative 1 is not a reasonable approach. Deterioration will continue to progress and accelerate until
repair becomes more costly or failure of the dam occurs. Alternative 2 would take many years, with
deterioration continuing and repair costs rising. Alternative 3 splits the rehabilitation into fundable and
workable phases. It also maintains the integrity of the dam while providing continued operation and
uninterrupted water delivery.

The district will contact the appropriate agencies for permitting and licensing necessary to complete the
project. Repair and rehabilitation will require only minimal disturbance to the surrounding area, and no
coffer dam will be needed.

Project Management:
In consultation with USBR and MSE-HKM Engineering, the district will complete project management.

GID has an excellent track record in the implementation and completion of several projects funded
through the Renewable Resource Grant and Loan Program.

Governor’s Budget Long-Range Planning Subcommittee
Renewable Resource Grant and Loan Program 62



Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 In-kind $0
Professional &

Technical $0 $0 $20,500 $20,500
Construction $100,000 $0 $3,950 | $103,950
Total $100,000 $0 $24,450 | $124,450

The identified cost of the project includes engineering, concrete testing, materials, construction, and a
contingency. A total of 15 percent was added for contingency due to the highly variable nature of
rehabilitation work. Typically for construction projects, DNRC allows 10 percent for contingency. The
project sponsor will provide $24,500 in matching contributions in the form of labor and equipment.

The district assesses fees based on land class. There are five classes, with fees ranging from $18.01 per
acre to $16.21 per acre. Additional water is assessed at the rate of $3.00 per acre for an additional acre-
foot of water. Completion of the proposed will not affect water user fees.

Benefit Assessment:

About 424 people living on 105 operational farms rely on the Vandalia Diversion Dam to provide water for
18,000 acres. Additional, numerous “river pumpers” rely on the reservoir created by the dam. The
economies of Glasgow and Nashua depend primarily on agriculture and related activities. Benefits to
resource management that stem from the diversion dam are significant. This project, however, is meant
to sustain current activities, and additional improvements in resource management are secondary to the
overall project goals and objectives.

Since 1987, the district has expended about $2.2 million on rehabilitation and betterment of the system.
This project is a continuation on ongoing efforts to improve water management and conservation.

Environmental Evaluation:

This project will not result in any long-term adverse environmental impacts. The district will coordinate
with various agencies to obtain the necessary permits to complete the work. The district will also
coordinate all rehabilitation work with the State Historical Preservation Office. This phase is only a part of
the activities necessary to rehabilitate the Vandalia Diversion Dam.

Funding Recommendation:

DNRC recommends grant funding of $100,000, upon approval of a project scope of work, administration
and budget.

Project No. 20

Town of Geraldine
Water System Improvements - Phase |

Applicant Name:
Project Name:

Amount Requested: $ 100,000 Grant

$ 100,000
$ 167,460 Treasure State Endowment Program
$ 67,572 State Revolving Fund Loan

Amount Recommended:
Other Funding Sources:

Total Project Cost: $ 335,032

Project Abstract: (Prepared and submitted by applicant.)
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The town presently utilizes a spring source for the major portion of its potable water needs. The springs
are essentially two springs, located on the east slope of Square Butte, that have been developed with
subterranean horizontal well screen collector piping. The spring is located approximately 9.5 miles away,
with approximately 12 miles of gravity feed transmission piping between the developed spring source and
the Town of Geraldine. The water users of the system include the Town of Geraldine, Hawarden Users
Association, North Geraldine Water Users Association, and individuals located along the transmission
piping. The spring source and transmission main were constructed in 1985. A chlorination station,
pressure reducing valves, and automatic and manual air release valves are sited between the springs
and the Town of Geraldine. A 100,000-gallon water storage structure serves the town and is located in
the Town of Geraldine.

When the spring source is not keeping up with the water demands of the system users, the town is forced
to supplement its water supply with two existing groundwater wells that are located in town. The artesian
wells are greater than 1,900 feet deep and were drilled through multiple shale and sandstone layers.

The existing water system has problems associated with leakage, unaccounted water loss, insufficient
chlorination during inclement weather, lack of system controls, insufficient supply, insufficient storage,
and undersized piping. The two wells located within the town produce poor water that is very
objectionable to the users.

The Water Facility Plan recommends the improvements be prioritized into two phases. The first phase
water system corrections will increase the present water system efficiency and upgrade the system in
relation to public health concerns. Phase two will upgrade the water system in relation to public safety.

The town will possibly need to develop additional spring sources this summer.

Phase one items include leak detection, metering, "fine tuning" the administrative control of the water
system, changing the chlorination station to make it accessible year-round and ensure that it supplies
consistent chlorination, and placing adequate controls into the system so that water wastage is
eliminated. The capital costs associated with phase one items total $309,100.

Phase two items include construction of additional storage and replacement of undersized piping. Once
the detection program is completed, a more thorough evaluation can be made concerning the actual
needs of the community. The total capital costs associated with phase two items may reach $803,659.

Technical Assessment

Project Background:

Geraldine uses a spring source for the major portion of its potable water needs. The springs are located
on the east slope of Square Butte, about 9.5 miles away. A gravity flow transmission main carries water
from the spring to a 100,000-gallon storage reservoir located in town. The water is chlorinated between
the spring and the reservoir. The distribution system, constructed in 1961, consists primarily of 4-inch
and 6-inch asbestos cement pipe. Two backup wells producing low-quality water are used as backup for
the spring source.

The existing system experiences leakage and unaccountable water losses; inadequate chlorination
during winter; inefficiencies related to a lack of control automation; and insufficient storage, flow, and
pressure to provide adequate fire protection.

Technical Approach:

The proposed project has been divided into two phases. This application is for Phase I. Included in
Phase | are the installation of water meters, leak detection, the construction of a new chlorination facility
to provide year-round treatment capability, and the installation of automated controls to provide an
efficient system that will minimize water losses and provide dependable, year-round operation.
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Phase Il will include 189,000 gallons of additional storage and the replacement of portions of the existing
distribution system to provide for increased flows and pressures as required for fire protection and normal
usage.

The applicant is also considering alternatives for increasing source capacity. Limited opportunity for
expansion at the spring source is a possibility, as is the option of drilling additional wells. Groundwater
quality is poor, and the current approach is to improve the efficiencies of the existing system and use the
limited supply to its full potential. Additional storage, the elimination of leakage and unaccountable water
losses, the installation of automated controls, and the installation of water meters will all contribute to the
accomplishment of this goal.

Phase | construction is scheduled for 2002.

Project Management:

Geraldine is an incorporated unit of local government with an elected mayor/council form of government.
As proposed, the town clerk will be responsible for the management of grant funds for this project.
Project management will be performed by Bearpaw Development Corporation, and design and
construction management will be the responsibility of the project engineer. The project will be designed
and constructed in compliance with statutory requirements for local governments in Montana.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $ 33,200 $ 33,200
Professional &

Technical $0 $0 $ 42,180 $ 42,180
Construction $ 100,000 $0 $ 159,652 $ 259,652
Total $ 100,000 $0 $ 235,032 $ 335,032

The project consists of the design and construction of upgrades to the water system for the Town of
Geraldine. Included are the installation of water meters for each water user, leak detection throughout
the system, a new chlorination facility that will be functional year-round, and the installation of automated
controls to efficiently monitor and manage the limited supply of water available to this community. The
total cost of this project is $335,032 as shown in the table above. Phase IlI, which is not being applied for
at this time, will include the replacement of distribution lines as determined from leak test data collected in
Phase I, and the installation of an additional 189,000 gallons of water storage to the existing 200,000
gallons. These improvements will primarily address flow capacity and pressure requirements for fire
protection and everyday usage.

Residential water users in Geraldine currently pay a flat fee of $ 23.20 per month for water and $6.80 per
month for sewer services. A wastewater system improvements project is currently being planned in
addition to water system improvements, which will increase the sewer rate by an undetermined amount.
This water improvements project (Phase [) will increase water rates to $35.89 per month, based on
increases to the current flat fee as necessitated by new debt for the project and increased costs
associated with water meters. Based on a 1990 median household income of $19,732, the combined
(water and sewer) average monthly residential target rate is $36.17, which will be exceeded as the result
of this project.

The estimated cost for this project includes adequate contingencies and is reasonable. Administrative
and engineering fees are included, and coverages and legal fees necessary for the issuance of a revenue
bond through the Drinking Water State Revolving Fund Loan Program are considered in the application.
In addition to the Renewable Resource Grant, Geraldine has also requested a Treasure State
Endowment Program Grant in the amount of $167,460. The balance of the project will be funded with a
20-year loan at 4 percent, contributing to a monthly water rate of $35.89 for 142 residential customers.
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Benefit Assessment:

The primary resource benefit of this project is water conservation and management accomplished
primarily through the installation of water meters. Water meters have proven to be an effective means of
influencing water users to manage their water consumption in an efficient manner that benefits the
community. In the case of Geraldine, water-use efficiency is imperative because there are no unlimited
sources of quality drinking water available.

The installation of automated controls will also promote water conservation and efficiencies, as will the
reduction in line leakage and unaccountable water losses.

Public benefits associated with this project will include not only a dependable water system but also a
safe system with improvements in treatment and fire protection.

Environmental Evaluation:

The installation of water meters will cause temporary inconveniences and adverse impacts normally
associated with a utilities construction project. There will not be other construction or any long-term
adverse impacts associated with this project.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 21

Applicant Name: Ashland County Water and Sewer District
Project Name: Wastewater System Improvements

Amount Requested: $100,000 Grant

Amount Recommended: $100,000
Other Funding Sources: $500,000 Community Development Block Grant
$500,000 Treasure State Endowment Program Grant
$116,750 DEQ SRF Loan
$111,000 Coal Board Grant
$111,000 EDA Grant
$28,750 Project Sponsor

Total Project Cost: $1,467,500
Project Abstract: (Prepared and submitted by applicant.)

The Ashland Water and Sewer District was created in 1974, and the sewer system was completed in
1976. The intended method of disposal was evaporation, but the lagoons have not been able to
evaporate the wastewater at a sufficient rate. The operator has had to pump or siphon wastewater out of
the lagoon and onto adjacent property in order to avoid overflow. Noting the serious nature of the
problem, the district is not allowing further proposed growth until the problem is addressed.

The operator has had to pump or siphon wastewater out of the lagoon and onto adjacent property in order
to avoid overflow. This is despite the fact that the lagoons are leaking at a rate of at least 70 percent to
80 percent. The area of the existing lagoons is far too small for them to serve as total retention lagoons.
The District has never had a discharge permit and would have to meet the state’s nondegradation
standards in order to obtain a discharge permit. In addition to creating a health hazard, the lack of a
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proper treatment system is preventing the development of the Heritage Assisted Living Center, already
designed by Soaring Eagle.

The engineer proposes installing a new treatment system using aeration to treat the water sufficiently to
where it may be applied to alfalfa using spray irrigation. The St. Labre Catholic Mission, the owner of the
adjacent property (estimated 138 acres), has agreed to allow the district to use that land for irrigation
(only 58 acres required). This solution will provide a beneficial use of the wastewater and end health
threats and violations of state standards. Since the landowner is also by far the heaviest contributor of
the wastewater, there should be no problem maintaining this land-use agreement into perpetuity.

Technical Assessment:

Project Background:

The Ashland county sewer system was originally constructed in 1976. The existing treatment facility
consists of a total retention lagoon and relies on evaporation as the only means of effluent disposal. The
facility is undersized, and the operator must occasionally pump or siphon wastewater from the lagoons
onto adjacent property to keep the wastewater from overtopping the lagoon dikes. It has also been
discovered that about 70 to 80 percent of the wastewater that enters the treatment facility leaks into the
groundwater before receiving adequate treatment. The district is proposing to construct a new
wastewater treatment facility consisting of mechanically aerated lagoons and effluent disposal through
spray irrigation.

Technical Approach:

The goal of this project is to eliminate the discharge of all partially treated wastewater to the groundwater
and adjacent land by upgrading the existing wastewater treatment facility. A Preliminary Engineering
Report was developed which identified and evaluated many treatment alternatives, ranging from
advanced mechanical systems with spray irrigation to total retention systems. Based on a preliminary
analysis, four treatment systems were evaluated in detail. Alternative evaluation included consideration
of capital costs and ongoing operation and maintenance costs. The recommended alternative is to
convert the existing total retention lagoon to an aerated lagoon with spray irrigation. This system
achieves a high level of treatment at a relatively low capital and operating cost. It also has the benefit of
putting an additional 58 acres of agricultural land into irrigated use.

The Preliminary Engineering Report does not discuss the removal of sludge from the existing lagoon
even though costs were provided. The installation of a new impermeable liner is an improvement
common to all alternatives considered and would require the removal of sludge. Sludge removal could
add significantly to project costs, depending primarily on sludge quality with respect to the EPA 503 Clean
Sludge Regulations.

The selected alternative would achieve compliance with all state and federal standards. The proposed
schedule is to begin design of the facilities in late 2001 and initiate construction in May 2002, with
completion and start-up later that fall.

Project Management:

A detailed project management and implementation plan has been developed. The applicant has
identified the staff required for successful project management, including: the district manager, the
district, a professional administrative consultant and a design consultant. There appears to be adequate
funding in the project budget to effectively manage the project. The applicant has prepared a
comprehensive facility plan in which the public had the opportunity to participate.
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Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $68,500 $68,500
Professional &

Technical $0 $0 $182,000 $182,000
Construction $100,000 $0 $1,117,000 $1,217,000
Total $100,000 $0 $1,367,500 $1,467,500

In the cost estimate, the applicant did consider the removal of sludge from the existing lagoon cells, which
will be required for installation of a new impermeable liner. There is no basis for this cost, however.
Sludge has not been measured or sampled, and there is no indication of the quality and quantity of the
sludge, two factors that significantly impact sludge removal and disposal costs. As a result, construction
costs presented in the preliminary engineering report could be low. Otherwise, the project budget
presented in the application appears to be well documented, complete, and reasonable. Construction
costs are based on best engineering judgment and technical development for past projects at the
preliminary engineering report level.

Not all funds have been secured because this project requires commitment from several agencies, but
the applicant has presented a detailed and realistic funding strategy. The applicant proposes to fund
wastewater improvements using about $1.557 million in grants from the $1.322 million in grants from the
Montana Department of Commerce Treasure State Endowment (TSEP) and Community Development
Block Grant (CDBG) Programs, the Montana Department of Natural Resources and Conservation
Renewable Resource Grant and Loan (DNRC RRGL) Program, the Montana Coal Board, and the U.S.
Economic Development Administration. The applicant will also pursue a $0.117 million dollar loan from
the RD program. With the proposed funding package, the district’'s monthly residential rate will increase
from $8.26 to $13.91. This rate increase, however, does not include the additional cost for sludge
removal.

Benefit Assessment:

The project will eliminate local groundwater contamination and the discharge of partially treated
wastewater to adjacent land. Resource conservation will benefit by 46 million gallons/year of wastewater
being directly applied to agricultural land. This wastewater is currently discharged to the groundwater,
degrading water quality. Citizens will directly benefit through protection of their current source of potable
water and elimination of the potential contact with partially treated wastewater on adjacent land.

The benefits of the project will be long term and will be quantified through continued groundwater
monitoring and the measurement of reduced nitrate concentrations and bacterial levels. Public support
for the project is significant. Voter approval created the district specifically to address the described
problems. Several letters of support by state and county officials were included in the application.

Environmental Evaluation:

Currently, the community of Ashland is required to discharge partially treated wastewater onto adjacent
land to keep its existing total retention lagoon from overtopping. Additionally, 70 to 80 percent of the
wastewater that enters the lagoon now leaks out, polluting groundwater. The proposed project, which
consists of major wastewater treatment facility improvements, will prevent the discharge of partially
treated wastewater to nearby lands or the groundwater. This project is expected to result in an overall
long-term positive environmental impact.

The project will produce short-term adverse environmental impacts typical during construction due to
noise, dust and stormwater run-off. Mitigation measures will be further developed during detailed design
and enforced during construction. The only long-term potentially negative aspect is the opportunity for
periodic odors from the lagoons. The wastewater treatment facility has been sited such that the odors will
impact a minimal number of residents.
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Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 22

Applicant Name: Milk River Project Joint Board of Control
Project Name: Saint Mary River Siphon Repair — Phase Il
Amount Requested: $100,000 Grant

Amount Recommended: $100,000

Other Funding Sources: $0

Total Project Cost: $100,000

Project Abstract: (Prepared and submitted by applicant.)

The irrigation districts in the Chinook, Malta and Glasgow Divisions of the Milk River Project are
requesting a Renewable Resource Grant from the State of Montana in the amount of $100,000. The
funds will be used to replace and raise an additional 60 feet of the left barrel of the Saint Mary River
siphon.

In Phase 1, the districts applied and received a Renewable Resource Grant of $100,000 and matched in
part with $33,000 of water user operation and maintenance assessment funds. The total project amount
was originally $133,000.

Realizing the magnitude of repairs that were necessary to stabilize the left siphon, the Montana
Legislature allowed the districts to apply an unused portion of a Renewable Resource Grant, originally for
the Chinook Division, toward the rehabilitation of the Saint Mary facilities. DNRC processed an
amendment in April 2000 to allow the $100,000 to be utilized for Phase | construction work on the Saint
Mary River siphons. Furthermore, water users applied an additional $80,000 of operation and
maintenance funds toward the repairs. The Saint Mary Siphon Repair Phase | consist of cathodic
protection, geologic investigation, replacement of buckled sections of the left barrel, anchors, new
expansion joints, new seals at the outlet transition, and raising 60 feet left barrel above ground.

The eight districts applying for the Renewable Resource Grant serve a total of 99,000 project acres with
666 farms. The water from the St. Mary inter-basin transfer provides a stable water supply for Milk River
Project Water Users, Bowdoin National Wildlife Refuge, Nelson and Fresno Reservoirs, and municipal
water supplies for the cities of Chinook, Havre, and Harlem, and Hill County Water District. The reliability
of the Milk River water supply is economically vital to agriculture and the communities within the Milk
River Basin.

The Milk River Irrigation Districts have been working toward modernization, rehabilitation, repairs and
improvements to ensure reliability and reduce operational water losses in each of the respective districts.
The districts are not subsidized by the U. S. Bureau of Reclamation (USBR). The districts pay a prorated
share to USBR for project operation and maintenance. This has placed a financial strain on the districts'
ability to repay. Currently there is no other funding available.

The need to repair the St. Mary siphon is imperative. Augmentation of the Milk River water supply is vital
to agricultural based economy of the region. Delays will increase the cost of repairs or ultimately lead to
failure of the structure.
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Technical Assessment:

Project Background:

The proposed project consists of completing improvements to the St. Mary siphon, part of the inter-basin
diversion facilities of the St. Mary Division of the Milk River Project. The project will primarily address
recommended improvements to the St. Mary siphon to maintain the existing level of service to the Milk
River Project.

The St. Mary siphons deliver irrigation water to 666 farms comprising 110,306 acres throughout the Milk
River system, including Bowdoin National Wildlife Refuge, Fresno Reservoir, and Nelson Reservoir. The
highline communities of Chinook, Havre and Harlem draw a portion of water from the Milk River for
drinking water supplies.

The St. Mary Division annually transports about 150,000 acre-feet of water from the St. Mary River
drainage to the North Fork of the Milk River. Major maintenance repairs have been completed in 1924,
1935-1937, 1940, 1954 and 1986. The existing water transfer system is currently in operable condition.

Phase Il is a continuation of the Phase | construction.

Technical Approach:

The primary goal of this project is to maintain existing services of the St. Mary Diversion and continue
serving the agricultural, recreational, and community water supply needs in the Milk River Project. The
applicant identified immediate needs to ensure continued system service. An additional 60 feet of 90-inch
pipeline needs to be raised above ground to prevent pipe buckling due to groundwater interference.
Three new support saddles would be added to support the raised pipeline. These needs are immediate
and are necessary to prevent failure of the siphon.

The applicants propose to complete proposed improvements by December 2001. The U.S. Bureau of
Reclamation (USBR) will complete the design of the system improvements. USBR will also provide
project management and crews to complete much of the work.

Project Management:

The project management team consists of elected members of the Milk River irrigation districts, USBR,
and the project engineer. USBR is familiar with public bidding and procurement statutes and will
advertise and bid any outside services for this project.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $ In-Kind $
Professional & $0 $ $0 $0
Technical
Construction $100,000 $ $0 $100,000
Total $100,000 $ $0 $100,000

The identified cost of the project includes materials, construction and a 10 percent contingency.

Specific information on water user rates varies according to each of the seven irrigation districts served by
the system. The water users pay about $500,000 annually to USBR for operation and maintenance
costs, or an average of $4.53 per acre of agricultural land served by the system. This amount is reflected
in the operation and maintenance costs of each one of the districts.
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Benefit Assessment:

Completion of improvements will allow continued operation of the St. Mary Diversion and Milk River
Project at current levels. The project will directly benefit 666 irrigation district members. Benefits are
immediate and long term. The project will also benefit communities that obtain drinking water from the
Milk River system, people that use the Milk River system for recreation, and fish and wildlife.
Environmental Evaluation:

This project will result in typical short-term adverse environmental impacts that cannot be entirely avoided
in any construction project. Construction impacts must be identified and mitigated to the extent possible.
No long-term adverse environmental impacts are anticipated.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 23

Applicant Name: Town of Stanford, Montana
Project Name: Wastewater System Improvements
Amount Requested: $ 100,000 Grant
Amount Recommended: $ 100,000

Other Funding Sources: $ 500,000 Treasure State Endowment Program Grant

$ 350,000 Community Development Block Grant Grant
$ 689,000 MDEQ SRF Loan
$

16,500 Project Sponsor
Total Project Cost: $1,655,500
Project Abstract: (Prepared and submitted by applicant.)

The Town of Stanford owns and operates a collection system and a one-cell facultative lagoon system
that serves a population of approximately 530 persons. The collection system was constructed in 1928
and the lagoon system was constructed in 1963. This system discharges to Skull Creek under the
authority of a Montana Pollution Elimination Discharge System (MPDES) permit. The lagoon is 6 acres in
area and 5 feet deep. The town used to discharge some wastewater effluent to the cemetery via
irrigation. This was discontinued in 1984 by order of DEQ. The lagoon system has experienced
significant discharge permit violations for both BOD and TSS in the last several years. The collection
system consists of nearly 20,000 lineal feet of sewer main, the majority of which is clay tile pipe. 80
percent of the sewer mains are 8-inches in diameter with the remainder being 10-inch and 12-inch
diameter pipe.

Both existing collection system and lagoon system are aging, outdated, and in a dilapidated condition.
These systems are plagued by numerous problems.

» The detention time (treatment capacity) is 79 days, less than half the time required by State
design standards.

» The single cell design configuration does not meet State design standards of a minimum of three
cells.

» The existing lagoon is nearly full of sludge. The average sludge depth in the lagoon is 2.8 feet
and approaches and exceeds 4 feet in certain places.
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e The system often exceeds BOD & TSS limits in violation of its MPDES Permit.

* The outlet control provides inadequate control of flow rate and pond level.

» The 70-year-old clay sewer pipe is structurally inadequate and at risk of imminent failure. Failure
may cause plugging and sewage backup into basements.

» Identified sewer main defects such as holes and cracks may allow sewer exfiltration and
associated groundwater pollution.

»  Future growth is limited by sewer capacity.

The community has attempted to address these problems via low cost capital improvements and
improvements to system operation and maintenance. While some of these efforts have improved system
performance, it is clear the town has exhausted all low-cost alternatives and must implement significant
capital improvements to both its collection and lagoon system. The town proposes to replace 2,800 lineal
feet of outfall pipe to the lagoon and another 5,800 lineal feet of 8-inch and 10-inch diameter sewer trunk
lines. This will eliminate the risk of losing collection system service to the entire town. The treatment
lagoon will have sludge removed and be upgraded to a 3-cell system with 180 days of detention. This will
bring the lagoon system into compliance with state standards and will eliminate permit violations.

Technical Assessment:

Project Background:

Stanford’s wastewater collection system was originally constructed in 1928, and the current lagoon-based
treatment facility was constructed in 1963. Both the collection system and treatment facility are aging,
outdated, and in a dilapidated condition. Much of the collection system consists of 70-year-old clay sewer
pipe that is cracked and structurally inadequate. The wastewater treatment facility is undersized and full
of sludge, two factors that control the treatment efficiency. The town proposes to upgrade the single-cell
facultative lagoon to a three-cell facultative lagoon and replace about 8,600 lineal feet of sewer main.

Technical Approach:

The goals of this project are to eliminate the discharge of all partially treated wastewater to Skull Creek
and untreated wastewater to the groundwater, through exfiltration from the wastewater collection system,
by designing and constructing an upgrade to the community collection and treatment facility. A facility
plan was developed that identified and evaluated many alternatives. Based on a preliminary analysis,
collection and treatment systems were evaluated in detail. The evaluation was comprehensive and the
conclusions reached were well reasoned. The recommended treatment alternative is to install a three-
cell facultative lagoon with direct discharge to Skull Creek. This system achieves a high level of treatment
at a relatively low capital and operating cost.

There were some concerns, however, with regard to the lack of an alternative analysis for the removal
and disposal of sludge from the existing lagoon cells. Sludge removal can often be the most difficult
regulatory challenge during the construction phase of a project and represents roughly one-fifth of the
total treatment facility improvement cost for this project. The recommended sludge removal and disposal
option appears viable, but a more detailed analysis should have been presented.

The selected alternative would achieve compliance with all state and federal standards. The proposed
schedule is to begin design of the facilities in early 2002 and initiate construction in April 2003, with
completion and start-up later that fall.

Project Management:

A detailed project management and implementation plan has been developed. The applicant has
identified the staff required for successful project management, including the town mayor, the town clerk,
a professional administrative consultant, a design consultant and the town attorney. The applicant has
prepared a comprehensive facility plan, and the public had the opportunity to comment on the plan.

Governor’s Budget Long-Range Planning Subcommittee
Renewable Resource Grant and Loan Program 72



Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $101,500 $101,500
Professional &

Technical $0 $0 $235,000 $235,000
Construction $100,000 $0 $1,219,000 $1,319,000
Total $100,000 $0 $1,555,500 $1,655,500

The project budget presented in the application appears to be well documented, complete and
reasonable. Construction costs are based on best engineering judgment and past projects for technical
development at the preliminary engineering report level .

The Town of Stanford currently provides service to 217 residential and 70 commercial hookups, and an
estimated population of 529. The application proposes to fund wastewater improvements using about
$0.950 million in grants from the Montana Department of Commerce Treasure State Endowment (TSEP)
and Community Development Block Grant (CDBG) Programs, and the Montana Department of Natural
Resources and Conservation Renewable Resource Grant and Loan (DNRC RRGL) Program. The
applicant will also pursue a $0.689 million dollar loan from the Montana Department of Environmental
Quality State Revolving Fund (DEQ SRF) program and use $16,500 from the Town'’s wastewater system
reserve account. The monthly residential rate charge assessed as a result of this loan will increase from
$5.60 to $23.60.

Not all funding for this project has been secured. The applicant submitted applications for grants from the
TSEP and DNRC RRGL programs in May 2000, but will not be able to submit an application to the CDBG
program until May 2001 because CDBG funds must be expended within 6 months of being approved.
The DEQ SRF Program operates on an open cycle. Should one or more of the grant applications be
unsuccessful, the applicant could borrow the additional money from either U.S. Department of Agriculture
Rural Development (RD) program or from the DEQ SRF program. As a result, there is a high likelihood
that the applicant will be able to secure matching funds sufficient to complete the project.

Benefit Assessment:

The project will eliminate the discharge of only partially treated wastewater to Skull Creek and prevent the
exfiltration of untreated wastewater from the town’s collection system. Resource enhancement will result
from the improved quality of 27 million gallons per year of wastewater effluent currently discharged to
surface water. Citizens will directly benefit through the elimination of untreated wastewater currently
exfiltrating into the groundwater and subsequent protection of their current source of potable water.

The benefits of the project include elimination of groundwater and surface water contamination. The
benefits will be long-term and will be quantified through continued groundwater monitoring and the
measurement of reduced nitrate concentrations and bacterial levels. Public support for the project is
significant.

Environmental Evaluation:

Currently, wastewater within the town is disposed of by an inadequate and undersized wastewater
treatment facility. Because of the poor condition of the facility, wastewater is inadequately treated before
being discharged into Skull Creek, resulting in water quality permit violations. Untreated, undisinfected
wastewater is also leaking from the deteriorated wastewater collection system. The proposed project,
which consists of upgrading the existing wastewater treatment facility and replacement of the wastewater
collection system, is expected to result in an overall long-term positive environmental impact. There will
be short-term negative aspects during construction due to noise, dust, and stormwater run-off, all of which
can largely be mitigated. The only long-term potentially negative aspect is the opportunity for periodic
odors from the lagoons, but the wastewater treatment facility has been sited such that the odors will
impact a minimal number of residents.

Governor’s Budget Long-Range Planning Subcommittee
Renewable Resource Grant and Loan Program 73



Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of the scope of work, administration, and
budget.

Project No. 24

Applicant Name: LaCasa Grande Water & Sewer District

Project Name: New Water System

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 500,000 Grant (Treasure State Endowment Program)
$ 635,250 Loan (SRF)

Total Project Cost: $1,235,250

Project Abstract: (Prepared and submitted by applicant.)

LaCasa Grande Estates is a residential subdivision located adjacent to the City of East Helena. The
population of LaCasa Grande Estates is estimated at 500 to 600 people.

Presently, the community is served by a private water system built during the initial development, which
has inadequately sized lines, marginal storage and is incapable of providing adequate water during high
demand periods. Water restrictions are regularly in effect and landscape irrigation is restricted, which
aggravates a public health problem with dust contaminated with lead from a nearby smelter. The high
residual lead levels may result in adverse health impacts to young children. The system also cannot
provide adequate flows and/or pressures for fighting fires. The East Valley Volunteer Fire Department
does not recognize this water system as a useable source for fire suppression. The current system only
marginally complies with existing State requirements. Negotiations for improvements with the current
owner of the system have been fruitless. The owner is not willing to make any improvements to the
system or to sell to the district.

The problem could be solved by building a new distribution system and a storage tank. New service
lines and fire hydrants would be included in the project. The new system would meet all anticipated
demands, including requirements for adequate fire protection. The district would implement the use of
water meters to ensure water would not be wasted. Connection to the City of East Helena has been
denied by officials. The residents of the district would like a sufficient water supply for personal use as
well as needed pressure for adequate fire protection for public safety and are in favor of construction of a
new water system. The district's attorney is currently working on the legal issues regarding the water
rights and possession of one existing well.

Technical Assessment:

Project Background:

LaCasa Grande Estates is a residential subdivision located adjacent and north of the City of East Helena.
The population of LaCasa Grande Estates is about 500 people.

The existing water system was constructed about 20 years ago, during the initial development. The water
system has proven to be inadequately sized and does not provide enough water to meet the demands of
the users. Negotiations with the current owner of the system, to provide improvements, have led to a
dead end. The owner is not willing to make additional improvements or sell the system to the district.
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The project proposed would provide a public water system that can provide enough water to meet current
demands. This would eliminate the need for the water users to purchase water service from the current
private owner.

There are many legal issues to be resolved regarding this project. The issues could include but not be
limited to water rights, rights-of-way conflicts and the issue of whether or not an individual water user
could remain with the privately owned water system. The district's attorney is currently working on these
issues.

Technical Approach:

The project goals and objectives are to provide a new public water system that will supply the users with
adequate water supply and pressure. The existing system can not provide enough water to satisfy
current demand. The private owner of the current system is not willing to upgrade or sell the system. The
replacement of the water system, as proposed, would eliminate suspected leakage and provide a new
water system that would meet the needs of the users.

The selected alternative is to construct a new water system consisting of two new wells, pumps and
controls, water distribution main, 100,000-gallon storage tank, water meters, and a pump station. Further
effort should be made to work with the current owner so the existing system can be used. If this is not
possible, it appears the best alternative would be the one selected. The technical aspect of this project is
well presented. Phone conversations with the DEQ reviewer confirm this conclusion. The selected
project should be able to meet all regulations, standards, and permitting, and the project schedule should
easily be met.

Project Management:

The LaCasa Grande Estates Water & Sewer District is an incorporated county water and sewer district.
The project management team will consist of the district president, district treasurer, an attorney, a private
consulting engineer and a private grant administrator.

The consulting engineer will have the responsibility of design, bidding, construction supervision and
inspection. The engineer has been retained through an approved procurement process. The grant
administrator will be subcontracted through the consulting engineering firm. This consultant will be
responsible for overall project management, ensuring compliance with applicable federal and state
requirements for the project, and serving as the district’s liaison with DNRC for the project.

The project management plan seems to be well thought out and presented. It appears qualified personnel
have been selected to manage the project.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $1,000 $0 $44,000 $45,000
Professional &

Technical $5,000 $0 $108,950 $113,950
Construction $94,000 $0 $982,300 $1,076,300
Total $100,000 $0 $1,135,250 $1,235,250

The LaCasa Grande Water and Sewer District is applying for a TSEP grant of $500,000 (40 percent of
the necessary funding). This Renewable Resource Grant of $100,000 and an SRF loan of $635,250 will
provide funding for the rest of the project. It appears the funding strategy for this project is sound.

The existing system serves 158 households (population about 500 people). Currently the users pay a flat
rate of $22 per month. It is expected, should all funding be approved, that the user rate will increase to
about $40.40 per month. Without both grants, the user rates would be close to $70 per month.
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Cost analysis of two alternatives was presented in the preliminary engineering report. The costs
presented appear to be reasonable and complete. Equipment costs were based on similar projects that
have been constructed recently.

Matching funds are not required for this grant. The applicant has applied for a TSEP grant, and an SRF
loan can be applied for after grants have been awarded. It appears the applicant has thoroughly
considered its funding options and has taken steps to acquire that funding.

Benefit Assessment:

The primary benefactors of this project are the water users within the water district. The 500 residents of
LaCasa Grande will benefit from the project by owning a system that produces sufficient water for current
use. The system will meet all DEQ regulations for a public water system. Water will be conserved by the
installation of water meters placed on each service. General public health and welfare will be enhanced
by the increased landscaping and resultant dust abatement capability provided by the additional water
capacity of the new system.

The resource benefits of this project will include water conservation and improved water-use efficiency.
This will occur due to the installation of water meters on each service. This project promotes beneficial
use of a natural resource (groundwater) by providing adequate water supply and pressures to the users.
This additional capacity will allow additional landscaping and fire-fighting capacity, which will enhance the
public’s health and well being.

Environmental Evaluation:

There will be some long-term impacts to the groundwater source. Additional water will be drawn from the
aquifer. This impact will be offset by the benefits. Through the permitting process, the system will be
thoroughly evaluated.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon DNRC approval of project scope of work,

administration and budget. All legal issues regarding the rights of the district versus the rights of the
existing system owner must be resolved prior to issuance of funds.

Project No. 25

Applicant Name: Town of Clyde Park

Project Name: Water System Improvement Project

Amount Requested: $100,000 Grant

Amount Recommended: $100,000

Other Funding Sources: $500,000 Community Development Block Grant

$1,358,003 Rural Development Grant
452,668 Rural Development Loan

Total Project Cost: $2,410,671
Project Abstract: (Prepared and submitted by applicant.)

Clyde Park's water system consists of two springs as the sole water source, a 175,000-gallon concrete
storage tank; and a gravity-fed distribution system. The town owns only a portion of the water rights for
the two springs. The town is currently working with legal counsel to have the historic rights clarified. The
majority of the present water system, including supply, storage, and transmission facilities, dates back to
1915. Records indicate that a water system inventory was completed in 1944.
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The town's water system has the following deficiencies:

» impending loss of majority water supply;
» leaking water mains;

» undersized distribution lines;

+ dead-end distribution mains

» undersized storage tank;

* inadequate fire flows; and

*  no water meters.

Negotiations for water rights to the two springs have failed. The town is unable to secure the needed
155 gpm right. The town must develop wells as a new primary water source. Because of the current
leakage rates in the town's distribution system, more than half of the water supply is being lost. The
deficiencies in the distribution system impede the town in providing an adequate quantity of safe drinking
water to its current and future residents, and in providing at least the minimum recommended fire flows to
the community.

The town's only alternative is to develop two to three wells for the community's primary water supply. The
current gravity-fed supply will continue to be utilized ahead of the supply provided by the wells. The town
also intends to abandon the existing storage tank and install a new 450,000-gallon tank. In conjunction
with the installation of new, adequately-sized piping, dead-end mains will be eliminated to improve
distribution pressures. In order to more aggressively manage its water system, and to accurately monitor
water distribution and usage, the town intends to install water meters for all users. A meter-based rate
structure will also promote user equitability with the ability to allocate costs based on use.

Technical Assessment:

Project Background:

The Town of Clyde Park water system includes two developed springs, a distribution system and a water
storage tank. The water system dates back to 1915. The town’s water rights to the springs are in
jeopardy due to a legal dispute, and the town wishes to develop wells for a new water source. The
distribution system is leaking, undersized, and has dead-end water mains. The existing water storage
tank is undersized for the system.

Technical Approach:

The goal of the project is the upgrade of the potable water system by securing a reliable water source,
providing adequate water storage and reducing water loss due to leakage. The specific objectives have
been identified as new water wells, a new water storage tank, and replacement of leaking water pipes.
The community needs to secure a new water source due to the pending loss of the town’s existing water
source.

The Preliminary Engineering Report (PER) has addressed appropriate alternatives for water source
development and distribution system improvements. Spring development, surface water development
and groundwater development were evaluated as options to meet the community water supply needs.
The groundwater development alternative was chosen as the best alternative. Replacement of water
pipes is the only reasonable alternative to correct the distribution system deficiencies and will help meet
the supply needs through elimination of water losses.

The identified deficiencies are common to older water systems. The solutions offered are sound and the
remaining questions are minimal. The number and location of wells can be determined during test drilling
and final design. The final size of the water tank and type of construction should be reconsidered after
completion of a life cycle cost analysis. The proposed solution should resolve the problems of the water
system and the details can be worked out during final design.
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Water rights, permit requirements and property easements have been addressed in the application.
These issues must all be resolved and do not appear to be insurmountable.

The project schedule appears to be reasonable. As is true with any project, delays in funding will impact
the project schedule. However, the completion of any segment of the project will improve the town'’s
water system.

Project Management:

The applicant has identified a project management plan and key members of the project team to handle
the major tasks of the project administration. The engineer will be responsible for the oversight of
construction actives and contractors. The clerk will be responsible for record keeping. A contractor will
be responsible for grant administration requirements. The mayor will have overall responsibility and
oversight of the project team and report to the town council.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $28,160 $28,160
Professional &

Technical $10,000 $0 $142,993 $152,993
Construction $90,000 $0 $281,515 $371,515
Total $100,000 $0 $452,668 $552,668

The project budget has identified sources of funding for this project, including a Community Development
Block Grant, a Rural Development loan, a Rural Development grant, and a Department of Natural
Resources and Conservation Renewable Resource Grant. The funding structure appears adequate for
the proposed project. Based on this application, none of the funding has been secured.

The budget is based on preliminary layouts and quantity estimates. The unit prices for the items look
appropriate for this type of project. A 10 percent contingency has been included and is appropriate. The
existing system uses a flat rate system with an existing average rate of $25.00 per month. The estimated
average water rate will be $31.26 (based on meter readings) with the completion of this project. Water
meters will be installed as part of this project.

The estimated construction cost of the project is based on reasonable unit prices for the different
components of the project. The project budget also includes appropriate professional costs to cover grant
administration, engineering, and inspection budgets that are appropriate for this type and size of project.
The budget also includes line items for land acquisition and a 10 percent contingency on the estimated
construction budget. All of the line items presented in the budget appear to be appropriate.

The applications for CDBG, RUS/RD, and RRGL grants as well as a project loan have been submitted.
The project sponsor has applied for a 40-year 4.5 percent loan through the RUS/RD program.

Benefit Assessment:

This project will enhance the drinking water system and enhance fire protection for the 356 residents of
this community. It will greatly reduce the loss of water from a leaking distribution system. The project
also includes the installation of water meters and a rate structure to encourage a reduction in water usage
through user conservation. By eliminating the leaking water mains and by installing water meters, the
town will be able to better manage its water system.

Environmental Evaluation:

This project includes the construction of new water wells, a new water storage tank and the replacement
of existing water mains. As with any construction activity, some erosion, runoff and dust may be possible.
With erosion control and dust control measures in place, however, potential impacts will be minimal.
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There do not appear to be any long-term adverse environmental impacts associated with this project. Any
short-term environmental impacts should be minimal and acceptable.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 26

Applicant Name: Town of Nashua
Project Name: Wastewater Improvements Project

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 500,000 Treasure State Endowment Program Grant
$ 450,000 Community Development Block Grant
$ 276,200 State Revolving Fund Loan
$ 7,800 Local Reserves

Total Project Cost: $1,344,000

Project Abstract: (Prepared and submitted by applicant.)

The town's lagoons were built in 1965. By 1970, the town began receiving notices about the leakage
through the bank of the second lagoon cell, which was accelerating erosion of the bank and allowing
sewage into the Milk River. The town made several attempts for help through the U.S. Army Corps of
Engineers, but without success, even after the flood of 1986 took an additional 20 feet of lagoon bank,
bringing the recorded loss up to 45 feet total.

The lagoons leak through the side and bottom, accelerating erosion of the bank and creating a health
hazard. At times the lagoon has had to be pumped out to an adjacent field to avoid overflow and
complete loss of the bank. The lift station, just before the lagoon, has an overflow that falls into the city
storm sewer, which takes the waste directly to the river. Without any power back-up, this causes raw
sewage to flow to the river during some power outages or when the system becomes temporarily
overloaded. The lagoon bank has been eroding into the Milk River by a combination of seepage from the
lagoon through the bank and natural meandering of the river.

The town and the Department of Environmental Quality (DEQ) have each accepted the selected
alternative as proposed by Neil Consultants in the facility plan. This alternative calls for expanding the
treatment system to included several primary and aeration cells to be located farther away from the river
(the town purchased this land in 1995 in anticipation of these improvements). The cell in danger of losing
its bank would be abandoned in conformance with DEQ guidelines. A generator would be purchased for
use at the lift station and new pumps installed.

Technical Assessment:

Project Background:

The Town of Nashua is located in Valley County about 14 miles east of Glasgow. The town’s wastewater
lagoons were built in 1965. By 1970, the town began receiving notices about the leakage through the
bank of the second lagoon cell, which was accelerating erosion of the bank and allowing sewage into the
Milk River. The town made several requests for help through the U.S. Army Corps of Engineers, but the
problems continued. A flood in 1986 took an additional 20 feet of lagoon bank, bringing the recorded loss
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up to 45 feet total. The town proposes to locate several new primary and aeration cells farther from the
river, abandon the eroding cell, install a new generator at the lift station, and install new pumps.

Technical Approach:

The project goals are to bring the wastewater treatment and collection system up to current standards, to
eliminate groundwater and surface water pollution, and to protect the river embankment. The specific
objectives are to prevent leakage from the pond bottom and embankment sides by providing the
appropriate lining of the lagoons; improving the structural integrity of the embankments to eliminate the
risk of failure; providing sufficient detention time and treatment efficiency to allow discharge to the Milk
River under specific permit limits or to eliminating the need for discharge at all; and eliminate the overflow
of raw sewage from the lift station.

A detailed evaluation of appropriate alternatives has been presented. The evaluation is adequate to
support the selected alternative and the selected alternative is the least-cost alternative. Alternatives
considered include a three-cell discharging facultative lagoon system; a three-cell mechanically aerated
discharging lagoon system; a total containment non-discharging lagoon system; and a non-discharging
storage and irrigation system. The south embankment and lagoon are abandoned in all four alternatives
considered. Overflow from the lift station will be eliminated by rehabilitating the existing lift station with
redundant pumps and backup power. No other lift station alternatives were evaluated, such as
replacement with a new package lift station or a custom built lift station. The lift station represents a small
overall cost component of the project, and any lift station alternatives that may be pursued would not vary
significantly in cost or performance. The entire collection system will be TV inspected to assess its
condition for future repair. The selected alternative will solve all of the problems and meet the goals and
objectives of the project entirely. The collection system is not brought up to current standards under this
project and remains in a dilapidated condition. TV inspection is planned as a first step in addressing
collection system problems

The proposed lagoons would be constructed on recently purchased town property. DEQ NPDES permit
staff were contacted, and permit limits for secondary standards, non-degradation, and water quality based
standards (ammonia and fecal coliform) were established. It appears that DEQ will issue a discharge
permit and the anticipated permit limits are achievable with the proposed treatment system. The Town
has applied for an NPDES permit. DEQ is in the process of preparing the permit requirements. It is
unknown when the permit will be officially issued.

Project Management:

The applicant has retained a professional consultant with experience in grant administration and project
management. A detailed management plan has been prepared that assigns specific responsibilities and
tasks to each person involved in the project. Critical meetings have been identified, progress meeting
and report procedures have been outlined. The Uniform Tracking Sheet will be used by the grant
administrator to track project expenditures. The town clerk will be responsible for project accounting and
fiscal management.

Financial Assessment:

All necessary costs have been included, and most are well documented and appear to be reasonable and
consistent with other projects of a similar nature. The operation and maintenance (O&M) cost seems a
little high. It is not clear how the new O&M budget integrates into the existing O&M budget to ensure
there is no overlap of required services. The funding strategy has outlined a strategy for the use of all
funds such that all of the grant funds would be available about the same time.

Governor’s Budget Long-Range Planning Subcommittee
Renewable Resource Grant and Loan Program 80



Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $82,406 $82,406
Professional &

Technical $0 $0 $192,543 $192,543
Construction $ 100,000 $0 $958,987 $1,058,987
Total $100,000 $0 $1,233,936 $1,333,936

Benefit Assessment:

The proposed project will eliminate a source of riverbank erosion (lagoon leakage) and allow the bank to
heal itself and thereby improve land and water. A small amount of riparian habitat would be improved.
The proposed project will eliminate the use of an unstable lagoon embankment and eliminate the risk of
catastrophic failure of the lagoon and associated flood damage to river banks, the streambed and water
quality. Reduced erosion improves water quality and thereby improves, preserves and protects
renewable resources. Elimination of lagoon leakage improves and protects groundwater and surface
water quality. Increased treatment efficiency improves wastewater effluent quality and improves surface
water quality. Elimination of lift station surcharging and associated raw sewage discharge to the river
improves water quality and public health.

Environmental Evaluation:

No adverse environmental impacts are expected. The project will have a net positive impact on the
environment by eliminating wastewater leakage from the lagoons and eliminating the raw sewage
overflows at the lift station. This will eliminate groundwater and surface water pollution. Treatment
efficiency will be improved, which will also reduce surface water pollution. There will be short-term
negative aspects during construction due to noise, dust, and stormwater run-off, which can all be
mitigated.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 27

Applicant Name:
Project Name:

Park City County Water and Sewer District
Wastewater System Improvements

Amount Requested: $ 100,000 Grant
Amount Recommended: $ 100,000
Other Funding Sources: $ 500,000 Treasure State Endowment Program Grant
$ 347,340 DEQ State Revolving Fund Loan
$ 10,000 EPAT.A.Grant
$ 10,000 Community Development Block Grant T.A. Grant
$ 500,000 Community Development Block Grant
$ 115,850 Project Sponsor
Total Project Cost: $1,583,190

Project Abstract: (Prepared and submitted by applicant.)

The wastewater system in Park City consists of conventional gravity collection mains, a dual suction lift
pump station located in the center of town, a short length of force main, approximately 4,000 lineal feet of
10-inch diameter outfall pipe, and a quasi-two-cell lagoon with discharge to a drainage ditch (Vandenberg
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Drain) that eventually flows into the Yellowstone River. The system was designed and constructed in
1968 to accommodate approximately 450 people. The wastewater facility was owned and operated by
Stillwater County until early 1998 when Park City formed a Water and Sewer District that took over the
ownership and operation of the facility. The district imposed a moratorium on new sewer hook-ups
shortly after assuming ownership of the system in an effort to address the trend of effluent permit
violations.

The primary problems facing the Park City wastewater treatment facility are related to existing
performance, facility capacity, structural/physical problems, and community growth. Since the fall of
1998, there has been a self-imposed moratorium on new hook-ups to the system. Current residential
population is approximately 830 people, but the wastewater facility was designed to handle approximately
450. The wastewater system is beyond its capacity and the moratorium is inhibiting growth in Park City.
An evaluation of the existing lagoon shows that it is too small, detention time is insufficient, and system
hydraulics are inhibiting treatment capabilities, even at existing flows. The reduced detention times and
poor hydraulics contribute to water quality permit violations. A mass-balance found that the lagoon also
has leakage at roughly ten times the allowable standard. Furthermore, the Department of Environmental
Quality (DEQ) has begun the process of classifying the Vandenberg Drain as state water. The
Vandenberg drain currently carries Park City's effluent to the Yellowstone River. This will necessitate
specific ammonia and fecal coliform limitations that the existing Park City facility cannot meet. The district
has no choice but to implement improvements to the wastewater facility. Less critical problems were also
identified with the district's main lift station located in the center of town.

Park City County Water and Sewer District plans to address the existing problems by constructing a new
wastewater treatment system. The improvements will include a new lift station at the treatment site, a
3-cell aerated lagoon to accommodate existing users and a reasonable growth rate. Discharge will be
directed to bypass the Vandenberg Ditch via a new 1.2-mile conveyance line directly to the Yellowstone
River. This new discharge strategy is in response to the district's and DEQ's requests to remove Park
City's effluent discharge from the ditch, and will allow the district to comply with the proposed
classification of the Vandenberg Ditch.

Technical Assessment:

Project Background:

Park City's existing wastewater facility was owned and operated by Stillwater County until early 1998,
when the Park City County Water and Sewer District was formed and took over ownership and operation
of the facility. The system, originally designed and constructed in 1968, was sized to serve 450 people,
or about 380 people fewer than the current population of 830. The wastewater system is undersized and
cannot effectively treat wastewater, resulting in water quality permit violations. It has also been
discovered that the lagoon leaks roughly ten times the amount allowed by DEQ. Finally, the treatment
facility’s discharge point, the Vandenberg Drain, will soon be classified as state water, and it is unlikely
that the treatment facility will be able to meet future effluent standards even after treatment improvements
are made. To address these issues, the district proposes to construct a new wastewater treatment facility
consisting of a mechanically aerated lagoon with discharge directly to the Yellowstone River.

Technical Approach:

The goals of this project are to eliminate the discharge of all partially treated wastewater to the
Vandenberg Drain and to the groundwater by designing and constructing a new community treatment
facility. To achieve this goal, a facility plan was developed that identified and evaluated many treatment
alternatives, ranging from an aerated lagoon system followed by wetlands to a facultative lagoon system
with effluent disposal through spray irrigation. Treatment systems were evaluated in detail. The
recommended alternative is to install aerated lagoons with direct discharge to the Yellowstone River in
lieu of the existing discharge point (Vandenberg Drain). This system achieves a high level of treatment at
a relatively low capital and operating cost.
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Some of the concerns noted by reviewers include the district’s ability to meet its MPDES discharge permit
during construction, and DEQ’s acceptance of this plan. When presented with this concern, DEQ
personnel agreed that there could be a problem and the applicant would have to prepare a plan for DEQ
approval before construction began. Though this concern may not delay or prevent the project from
being implemented, it could add significantly to project costs. Another concern noted is that of sludge
removal. Reviewers commented that alternatives need to be explored for sludge removal and disposal.

The selected alternative would achieve compliance with all state and federal standards. The proposed
schedule is to begin design of the facilities in late 2001 and initiate construction in May 2002, with
completion and start-up later that fall.

Project Management:

The applicant has prepared a detailed project management and implementation plan. The applicant has
identified the staff required for successful project management. Staff include the district manager, the
district clerk, a professional administrative consultant and a design consultant. There appears to be
adequate funding in the project budget to effectively manage the project. $3,000 has been budgeted for
personnel costs and $23,000 for professional services related to project management. The applicant has
prepared a comprehensive wastewater facility plan in which the public had the opportunity to participate.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $85,000 $85,000
Professional &

Technical $0 $0 $221,150 $221,150
Construction $100,000 $0 $1,177,040 $1,277,040
Total $100,000 $0 $1,483,190 $1,583,190

The project budget presented in the application appears to be well documented, complete and
reasonable. Construction costs are based on best engineering judgment and past projects for technical
development at the preliminary engineering report level.

The Park City County Water and Sewer District currently provides service to 322 residential and 17
commercial hookups and an estimated population of 830. The application proposes to fund wastewater
improvements using $1.12 million in grants from the Montana Department of Commerce Treasure State
Endowment (TSEP) and Community Development Block Grant (CDBG) programs, the Montana
Department of Natural Resources and Conservation Renewable Resource Grant and Loan (DNRC
RRGL) Program, and from an Advance of Allowance grant from the Montana Department of
Environmental Quality State Revolving Fund (DEQ SRF) program. The applicant will also pursue a
$0.276 million dollar loan from the DEQ SRF program and will use $0.116 million from the district's own
reserve account. With this proposed funding package, the district’s monthly residential rate will increase
from $14.00 to $24.83.

Not all funding for this project has been secured. The applicant submitted applications for grants from the
Treasure State Endowment Program and DNRC RRGL programs in May 2000, but will not be able to
submit an application to the CDBG program until May 2001 because CDBG funds must be expended
within 6 months of being approved. The DEQ SRF Program operates on an open cycle. Should one or
more of the grant applications be unsuccessful, the applicant could borrow the additional money from
either the U.S. Department of Agriculture Rural Development (RD) program or from the DEQ SRF
program. As a result, there is a high likelihood that the applicant will be able to secure matching funds
sufficient to complete the project.

Benefit Assessment:

The project will eliminate local groundwater contamination and contamination of the Yellowstone River.
Resource enhancement will result because 7.7 million gallons/year of partially treated wastewater
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currently discharged to the groundwater will be eliminated. Citizens will directly benefit through protection
of their current source of potable water and elimination of the potential contact with partially treated
wastewater in nearby drainage areas and the Yellowstone River.

The benefits of the project include elimination of groundwater and surface water contamination. The
benefits will be long-term and will be quantified through continued groundwater monitoring and the
measurement of reduced nitrate concentrations and bacterial levels in nearby private and public wells.
Public support for the project is significant.

Environmental Evaluation:

Currently wastewater within the district is disposed of by an inadequate and undersized wastewater
treatment facility. Because of the poor condition of the facility, wastewater is inadequately treated before
being discharged into the Yellowstone River, resulting in water quality permit violations. Partially treated,
undisinfected wastewater is also leaking from the wastewater treatment lagoons at about ten times the
amount currently allowed by DEQ. The proposed project, which consists of a new wastewater treatment
facility, will replace the existing failing system. This project is expected to result in an overall, long-term,
positive environmental impact. There will be short-term negative aspects during construction due to
noise, dust and stormwater run-off, all of which can largely be mitigated. The only long-term potentially
negative aspect is the possibility of periodic odors from the lagoons, but the wastewater treatment facility
has been sited such that the odors will impact a minimal amount of residents.

Funding Recommendation:
DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration

and budget.

Project No. 28

Applicant Name: Lower Willow Creek Drainage District

Project Name: Lower Willow Creek Dam Rehabilitation

Amount Requested: $ 100,000 Grant
$ 1,350,000 Loan

Amount Recommended: $ 100,000 Grant
$ 1,350,000 Loan

Other Funding Sources: $ 3,000,000 USDA/NRCS Aging Infrastructure Funds
$ 14,200 NRCS Technical Assistance

Total Project Cost: $ 4,364,200

Project Abstract: (Prepared and submitted by applicant.)

Lower Willow Creek Dam is a high-hazard dam, which was constructed in 1962. It is located in Granite
County near the town of Hall, Montana. It provides irrigation water to fourteen ranches on 6,745 acres.
The first signs of abutment seepage from the dam were first observed in 1981.

In 1996 an intensive-monitoring program was initiated after an inspection of the dam by Natural
Resources and Conservation Service (NRCS) engineering staff, and staff of the Dam Safety Section of
the Montana Department of Natural Resources and Conservation.

In 1999, NRCS requested the appointment of a National NRCS investigation committee. The committee
reviewed all data and made detailed recommendations, which is the basis for this Renewable Resource
Grant and Loan application.
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Lower Willow Creek Dam Rehabilitation is a three-phase project. Renewable Resources grant funds are
being requested to perform an intensive engineering monitoring analysis and data gathering to monitor
the seepage and internal erosion from the dam. This monitoring will enable the district to lower the cost
of rehabilitation by identifying the source of the seepage, and provide monitoring activities for safe
operation of the dam.

Final design costs and portions of the rehabilitation costs are being sought through the NRCS Aging
Infrastructure Program. Renewable Resource loan funds would provide the districts share of final
rehabilitation costs.

The benefits of this project include:

The fourteen ranches served by the Willow Creek Dam are dependent on the irrigation water provided by
the project. Loss of this dam would mean the loss of irrigation water for 6,745 acres.

The Montana Department of Natural Resources and Conservation classifies Lower Willow Creek Dam as
a high-hazard dam. Failure to address the seepage presents a safety issue for those communities and
residents below the dam.

Technical Assessment:

Project Background:

Lower Willow Creek Dam is located about six miles southwest of the town of Hall, in Granite County.
Lower Willow Creek drains the John Long Mountains, a small range lying between the Sapphire Range to
the west and the Flint Creek Valley to the east. The reservoir is located one mile downstream from the
confluence of the north and south forks of Lower Willow Creek.

Although the dam has been known to have seepage surfacing on its downstream face since 1981, the
volume of seepage first became alarming in 1996. Since that time, seepage flow monitoring by the
Natural Resource Conservation Service (NRCS) indicates that the seepage situation is becoming more
critical. Measured seepage increased by about 20 percent between 1996 and 1998, and the quantity of
fines measured in the seepage indicates that soil is being removed from the embankment or from
fractures in the abutment rock. NRCS considers the immediate risk of sudden failure of the dam to be
low. The DNRC Dam Safety Section has classified the dam as high-hazard, implying that there is a
potential for loss of life if the dam were to fail.

Technical Approach:

The application discusses efforts made in the past to study the problem and identify its cause. It is the
recommendation of both DNRC and NRCS that an additional two to four years of monitoring be
conducted to adequately define the source and potential consequences of the seepage, and then
proceed with the design and construction of repairs or modifications.

As proposed, the project has been phased to include two to four years of additional monitoring prior to the
design and construction of modifications or repairs. This first phase will include the installation of
additional monitoring wells, automated monitoring and data recording equipment, the development of an
updated monitoring plan, and the installation of a remote snowpack monitoring site to better manage the
reservoir pool during the seepage monitoring phase of the project and in the future. Phase 1 of the
project is to be funded by this grant.

Phase 2 will consist of the procurement of a consulting engineer to analyze the data collected to date and
during the next two to four years, consider feasible alternatives and prepare cost estimates, and advise
the district in selecting the preferred alternative for rehabilitating the dam.
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Phase 3, to be implemented by April 2004, will consist of the design and actual construction of
modifications to the dam as determined in Phase 2.

The proposed schedule is reasonable as long as seepage does not significantly increase. The data
suggest, however, that further increases should be anticipated or at least considered. Delays in funding
from this program or from the USDA/NRCS Aging Infrastructure Program could result in emergency
repairs being needed prior to project implementation.

Project Management:

As proposed, the project will be managed by the Lower Willow Creek Drainage District, working closely
with the Granite County Conservation District, DNRC and NRCS. This grant application includes funding
for grant administration by the conservation district.

Technical review and oversight will be the responsibility of NRCS working with the DNRC Dam Safety
Section. Technical responsibilities will include assistance in the selection of preferred alternatives, the
design of the rehabilitation project, the preparation of bid documents and the actual bid and construction
process.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $8,000 $ $ $ 8,000
Professional &

Technical $14,000 $ $114,200 $128,200
Construction $78,000 $1,350,000 $1,950,000 $ 3,378,000
Total $100,000 $1,350,000 $2,064,200 $ 3,514,200

The project has been organized into three phases consisting of continued monitoring, data analysis and
alternative selection, and design/construction. The grant being applied for in this application will be to
fund Phase 1, continued monitoring and the installation of monitoring and recording equipment. The
budget for this phase is adequately justified in the application. These funds may also be used for
emergency repairs.

At the time of this application, and until Phase 1 is complete, it is not possible to accurately estimate the
costs associated with subsequent phases of the project, particularly Phase 3 - design and construction. It
is unlikely that total costs will exceed the funding scenario presented. Engineering costs typically exceed
10 percent of the total project cost, however, engineering costs presented in the table above are
significantly low.

Water stored by Lower Willow Creek Dam provides irrigation to 6,745 acres. Fourteen users currently
pay $3.65 per acre for water provided by this system. Ability-to-pay data presented in the application
indicates that $12.16 per acre is the maximum assessment that should be considered for the district. At
4.5 percent, the debt service on a $1,350,000 loan for 20 years would be $15.39. Assuming $3.65 per
acre is required to operate the district, to maintain assessments at $12.16 per acre would limit debt
service on this new loan to $8.51 per acre, or $57,400 annually. To maintain this annual debt service,
and assuming a 4.5 percent loan for 30 years, the maximum loan amount would be $935,000. The
maximum 3 percent loan for 30 years would be $1,125,000.

Benefit Assessment:

Assuming the ability of Lower Willow Creek Dam to maintain reliable service is threatened by the
seepage problems presented in this application, repair of the dam will result in a significant contribution to
water management and conservation and will maintain existing uses that benefit agriculture, wildlife and
the general public. Classified as high-hazard, it is imperative that the dam be maintained and operated
safely.
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Environmental Evaluation:

Other than short-term impacts during construction, the environment will benefit from this project. In
addition to the benefit of public safety, Lower Willow Creek Reservoir will continue to provide flood
control, irrigation water storage, fish and wildlife habitat, and recreation. Short-term impacts should be
minimized during construction by the installation of silt barriers, dust and noise abatement, and care in the
maintenance and operation of construction equipment.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

The district also requested a loan authorization in the amount of $1,350,000. The proceeds from this
loan, in combination with federal grant money, will be used to design, bid and construct repairs or
modifications to Lower Willow Creek Dam to alleviate a potentially critical and dangerous seepage
problem that is occurring. The cost estimate for design and construction is unknown at this time because
the scope of work has not been determined. A $1,350,000 loan will require an interest rate of 1.65
percent if Operation and Maintenance costs remain as they are at $3.65 per acre and the maximum
assessment is limited to $12.16 per acre. Because of its status as a high-hazard dam, and because of
the economic and environmental benefits that this facility provides not only to the ranchers involved but
also to the general public, DNRC recommends that the district be authorized a loan in the amount of
$1,350,000. Depending on the actual amount borrowed, the interest rate will be determined at the time of
loan closing to maintain acreage assessments within the district’'s ability to pay. As presented in this
application, that amount is $12.16 per acre, but may be re-evaluated prior to loan closing.

Project No. 29

Applicant Name: City of Deer Lodge

Project Name: Clark Fork River Water Quality Protection Project
Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 100,000 Project Sponsor
Total Project Cost: $ 200,000

Project Abstract: (Prepared and submitted by applicant.)

The City of Deer Lodge straddles the Clark Fork River. The wastewater from the area west of the river is
collected in a gravity system and accumulates in a manhole located on the west bank of the Clark Fork
River about 200 feet north of the Milwaukee Avenue Bridge. From this manhole, it crosses under the
Clark Fork River in an 8-inch steel pipe a distance of 120 feet to a sewage lift station on the east bank of
the river. From this lift station the sewage is pumped northerly 2,100 feet through a 6-inch steel force
main to a manhole in the gravity system. The river crossing, sewage lift station and force main were
constructed in 1960.

The river-crossing pipe is in very poor condition. In 1998, a camera inspection of the 8-inch steel main
across the river was video taped. The tape shows the line to have many cracks, which are infiltrated
when the groundwater elevation exceeds the pipe elevation. Also, the pipeline seems to be 'bellied" with
most of the pipe likely lower in the middle than at either end. Most of the 120 feet of pipe has water
standing to full pipe depth, which is then overwhelmed when flows during high water periods occur. A
manhole was constructed on the west side of the river. This manhole has an overflow pipe to the river.
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On occasion, during high-water periods, this overflow pipe has discharged untreated sewage into the
Clark Fork River.

The lift station is a wet well/dry pit type of concrete construction with duplexed line-shaft and 7.5
horsepower pumps located below grade in a vault. The motors and controls are above in a small
building. The pump does not have emergency generator power. The State of Montana's Water Quality
Bulletin-2 standards, require the sewage pumping station structures and electrical and mechanical
equipment be protected from physical damage by the 100-year flood. Lift stations should also remain
fully operational and accessible during a 25-year flood. Deer Lodge's existing lift station meets neither of
these criteria. The existing lift station is nearing capacity. It is also reaching the end of its design life, and
does not meet the requirements for operation in a floodplain.

Considering the condition of the river crossing line, it possesses a genuine threat of rupturing and
releasing raw sewage into the Clark Fork River. The existing river crossing and lift station threatens the
water quality of the Clark Fork River and needs to be replaced.

Technical Assessment:

Project Background:

The City of Deer Lodge is located in Powell County in southwestern Montana. The current city population
is about 3,500. It is projected that the population will increase 9 percent over the next 20 years. The city
is located adjacent to Interstate 90 and is bisected by the Clark Fork River. The entire community is
served by a wastewater collection system that collects and transports sewage to a system of lagoons
located one mile north of the community. The collection system includes a badly deteriorated 8-inch pipe
that crosses the river between a manhole and a lift station. This portion of the collection system was
constructed in 1960.

The pipe under the river is in very poor condition, as evidenced by a video camera inspection performed
in 1998. The line is cracked, allowing infiltration to occur, which contributes to a reduced capacity for the
system. Additionally, the line sags at mid-stream and operates as an inverted siphon, also reducing
system capacity and reliability.

The lift station is a wet well/dry pit facility, and does not have a standby emergency generator.
Additionally, the structure lies within the 100-year floodplain and could not function during the 25-year
flood event as required by Department of Environmental Quality (DEQ) design standards.

Technical Approach:

The proposed project goals are to protect the Clark Fork River from a potential raw sewage spill and to
provide the community of Deer Lodge with a safe and reliable wastewater collection system that will
function during a flood or power outage. The current lift station is nearing capacity, and growth in the
service area will exceed the station’s ability to handle the increased flows. The pipe beneath the river is
badly deteriorated, has a limited capacity and is the major source of infiltration for the collection system.

The project has considered several alternatives and has determined that, in addition to replacing the pipe
beneath the river, the manhole on the west side of the river and the existing lift station should also be
replaced. Options for installing the pipe include open-cutting the river bed with the use of an earthen
cofferdam, or boring under the channel and installing a casing pipe through which the new carrier pipe
would be inserted.

The project will require a number of state and federal permits that will necessitate an environmental
assessment. To prevent the disturbance of the river bed, contaminated with mine waste for over 100
years, the option of boring instead of open-cutting should be investigated in detail. Construction lasting
approximately 45 days is tentatively scheduled for late summer 2001.

Project Management:
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The City of Deer Lodge Department of Public Works will coordinate with an engineering consultant in the
construction management of this project. The project will be designed in accordance with current
standards including DEQ Circular 2, Design Standards for Wastewater Facilities, by a registered
professional engineer. The public will be informed of the project and will have the opportunity to voice
any concerns as part of the environmental review process. State of Montana procurement statutes will be
followed in the selection of an engineer and during the bidding and contracting phase of the project.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $ $ $ 6,800 $ 6,800
Professional &

Technical $ 15,000 $ $ 8,200 $ 23,200
Construction $ 85,000 $ $ 85,000 $170,000
Total $100,000 $ $100,000 $200,000

The project consists of the design and construction of upgrades to the wastewater collection system for
the City of Deer Lodge. Included are the replacement of a large manhole, a gravity sewer main across
the Clark Fork River and an existing sewage lift station. The total estimated cost for the project is
$200,000 as shown in the table above. The remainder of the cost is to be provided by a loan. The
proposed loan is a commercial loan at 5 percent for 10 years. Also available to the community is the
Drinking Water State Revolving Fund Loan Program offering funds at 4 percent for up to 20 years.

The average residential water user in Deer Lodge currently pays $7.97 per month. Borrowing the entire
$200,000 required for this project at 4 percent for 20 years would increase this average by $ 0.97 per
month. A ten-year loan would raise the average monthly charge by $1.63. A $100,000 loan at 4 percent
for ten years would raise the average monthly rate by $ 0.81.

The project’s estimated cost includes a 10 percent contingency, adequate for a project of this scope. The
selected alternative is to install an earthen cofferdam and trench across the Clark Fork River. To bore
under the river channel would cost an estimated additional $22,400. It is recommended that this method
be carefully considered because open-cutting would disturb the river channel, which is contaminated with
over a century of mine waste.

Benefit Assessment:

Montana law requires that water policy consider the general welfare of the people of the state. Deer
Lodge’s improvements to its lift station and the replacement of its river crossing will meet this objective.
The Clark Fork River has been subject to environmental abuse for many years, and efforts are currently
underway to mitigate some of the damage that has occurred. The river has been polluted with metals,
sediment and nutrients. The consequences are an impaired fishery, excessive algae and contaminated
public water supplies.

This project will provide a public benefit not only by ensuring a dependable wastewater collection system
for the City of Deer Lodge, but also by protecting a major river system and its downstream users and
inhabitants from an impending and very adverse environmental impact should the existing river crossing
ever fail and release raw sewage into the stream.

Environmental Evaluation:

With the exception of the short-term impacts always associated with heavy construction, this project will
provide positive resource benefits to the citizens of Deer Lodge, the Clark Fork River, and all of its users
downstream. The preferred alternative should be based on a very thorough evaluation of open-cutting
versus drilling or boring as a method of pipe installation. To bore under the channel would cost an
additional $22,400. But open-cutting would almost certainly disturb contaminants in the river bed, with
potentially adverse effects to the river and its fishery.
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Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of scope of work, administration, and
budget.

Project No. 30

Applicant Name: Lewis and Clark Conservation District
Project Name: Willow Creek Water Quality Improvement Project

Amount Requested: $ 98,636 Grant

Amount Recommended: $ 98,636

Other Funding Sources: $ 3,500 Lewis and Clark Conservation District
$ 74,000 Greenfields Irrigation District
$ 1,800 NRCS
$ 16,700 Willow Creek Task Force

Total Project Cost: $194,636

Project Abstract: (Prepared and submitted by applicant.)

The Willow Creek water supply system near Augusta, Montana, has experienced significant degradation
and manipulation for the past 50 years. Currently, the system has a major erosion problem from a variety
of reasons which impact the Sun River Game Range, private property, and Willow Creek Reservoir. This
erosion through the game range resembles a miniature Grand Canyon as it cuts through the fine soils.
The impacts include loss of property and wildlife habitat, water quality degradation, fisheries impacts, and
aesthetic impacts.

Recently, a Willow Creek Task Force was established by the Lewis & Clark Conservation District (LCCD)
at the request of several landowners and key players in the area. After several studies and on-site
review, the group is now ready to implement a game plan.

The game plan will include several phases and actions to achieve the overall goal of a Willow Creek
erosion and water quality improvement project. Phase 1 will be to work on the worst erosion problem in
the Sun River Game Range. Phase 2 will be to resolve the erosion problem on the private lands.

The goals of this project are: Willow Creek erosion and water quality improvements.

The objectives to reach this goal are: Stabilize the banks of the Willow Creek water supply system.

Technical Assessment:

Project Background:

The Willow Creek system is located near Augusta, along the Rocky Mountain front near the mouth of the
Sun River. This area has experienced degradation and manipulation over the past 50 years. The system
has a major erosion problem that impacts the Sun River Wildlife Management Area, private property and
Willow Creek Reservoir. The Willow Creek Task force was established by LCCD at the request of several
landowners and key stakeholders in the area. After several studies and on-site review, the group, along
with LCCD, has developed goals and objectives for improvements.

Technical Approach:
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The first goal of the project is to reduce erosion in the Willow Creek system. The objective is to stabilize
banks in the game range segment through the following tasks: haul rock to sites, install structures to slow
erosion and revegetate banks. Rock will be transported to the sites, and longitudinal peaked stone toe
protection, barbs, and headcut stabilization structures will be constructed. Rubber wheeled trucks or
loaders will be used on the top bank to deliver rock to a tracked excavator. Existing bank vegetation will
be protected. In-kind services will construct a new access road, establish the new stock rock pile, and
construct ramps from the bottom of the gorge to the top of the bank for construction access in two to four
locations.

The second goal is to improve water quality in the Sun River. The objective is to reduce sources of
erosion originating in Willow Creek through the accomplishment of Goal 1 and to monitor water quality in
the Sun River and its tributaries.

Other alternatives considered included no action, installing a lined canal around the canyon area, and/or
eliminating irrigation. The evaluation of these alternatives determined them to be ineffective or too costly,
either due to direct construction costs, or due to lost local economic value. More consideration of
alternate ways to complete the desired construction activities would have been useful.

The construction schedule outlined in the application proposes incremental phases beginning in 2001 and
ending in 2003. Monitoring of water quality will occur beyond the construction phase. The Sun River
Wildlife Management Area proposes a limit on the timing of construction to reduce potential conflict with
wintering elk and/or recreation use. The proposed construction schedule would be May 15 through
October 15.

Reviewers expressed concern that a new bladed road would result in the introduction and spread of
weeds and potential erosion. A suggestion was made to look at an alternate point of entry, possibly from
the eastern neighbor, which may not require a bladed road. Details were not provided on plants to be
used for revegetation. The Sun River Wildlife Management Area has requested an opportunity to review,
comment on, and approve seed mixtures to be used.

The district has the necessary easements to accomplish the proposed activities and improvements.
Project Management:

The project will be coordinated primarily by LCCD and the Willow Creek Task Group will coordinate the
project. LCCD will be responsible for administration of the project. The Natural Resource Conservation
Service (NRCS) and U.S. Bureau of Reclamation (USBR) will provide additional guidance. Further
coordination needs to be completed with the Sun River Wildlife Management Area to ensure the project is
compatible with its management objectives.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $ 1,000 $ $11,000 $12,000
Professional &

Technical $ $ $10,600 $10,600
Construction $97,636 $ $74,400 $172,036
Total $98,636 $ $96,000 $194,636

The focus of this project is construction work to stabilize banks and reduce erosion sources. The labor
and professional services are provided by Greenfields Irrigation District, NRCS and Willow Creek Task
Force and are not to be paid for out of the grant money. The administration costs will be for direct
contract administration. The administration cost was estimated from administering existing work within
the Sun River Watershed. Professional and technical cost estimates are for professionals within
agencies with a rate of $20/hr.  Services are committed for a two-year period. Construction costs were
estimated from similar work on Muddy Creek in the Sun River drainage. Detailed cost estimates were not
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completed for the other alternatives because cursory estimates showed them to be more costly.
Greenfields Irrigation District will incur future maintenance costs.

Benefit Assessment:

The primary benefits of this project will be the improvement of water quality and the conservation of soil in
Willow Creek Reservoir and basin. Water quantity will also be conserved as a result of the project.
These long-term improvements will enhance fisheries, recreational use, waterfowl habitat and will improve
drinking water for area residents and reduce maintenance costs of irrigation systems.  About 650
residents and farmers will directly benefit from this project. Over 100,000 acres in the basin will benefit.

Simultaneous to this project, new water measurement devices are being installed by LCCD and NRCS.
These will allow for long-term monitoring.

This project also fits within the larger Sun River Watershed improvement area, which is the focus of three
conservation districts (including LCCD) and 34 agencies and organizations. The Willow Creek Project
and the larger Sun River Project are emphasizing teamwork and stakeholder participation, which will
provide long-term community benefits in these and future projects.

Environmental Evaluation:

There are no long-term adverse environmental impacts resulting from this project if the district works
closely with stakeholders to prevent the spread of weeds through new access points.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 31

Applicant Name: Town of Hot Springs
Project Name: Water System Improvements Project

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000
Other Funding Sources: $ 500,000 TSEP Grant
$ 400,000 Community Development Block Grant Grant
$ 1,326,336 RUS Grant
$ 491,255 RUS Loan
$ 6,000 Local Reserves

Total Project Cost: $ 2,823,591
Project Abstract: (Prepared and submitted by applicant.)

The first portions of Hot Spring's water system were installed in 1933. The water flowed from Hot
Springs Creek through wood stave piping to the homes and businesses. Wells drilled in 1939, 1963
and 1978 replaced the surface source, and the wooden pipes were traded for various diameters of
cast iron and galvanized pipe about 40 years ago. The last major upgrade was completed in 1987
when some of the mains were replaced, and two of the wells were improved. The town has had one
detection of coliforms in 1997 that resulted in a DEQ imposed boil order. The source of the
contamination was never determined. As a result, the town commissioned a water study that has
identified several serious deficiencies in the system. The deficiencies identified in the study include:
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water hammer problems with the submersible pumps

worn pumps and lack of adequate disinfection equipment

aging and an inadequate distribution of fire hydrants

10,600 feet of undersized (2-inch and 4-inch) distribution mains

leaking distribution lines (30 percent of the water pumped is lost to leaks)

aging galvanized service lines that are also contributing to the leaking problem
aged cast iron pipe, much of it installed in the late 1930s (140 breaks in 10 years)
dead end mains

inadequate isolation valving

0. negative water pressure in some parts of town when using fire hydrants

Boo~No~wONE

The water system has a high potential for contamination problems due to continual leaks, exposure of the
system to impurity during repairs, the possibility of tainted inflows due to negative pressure problems and
dead-end distribution lines.

The engineer proposed three phases of rehabilitation to repair the deficiencies in the system.
Phase | should begin as soon as possible and will concentrate on the distribution system by:
replacing all the galvanized services

replacing 25,700 feet of aging cast iron mains with appropriate PVC

installing 60 isolation valves
replacing or add 55 fire hydrants

pONPRE

Phase Il can be delayed for several years and will focus on the supply system:
1. update control systems for the pumps
2. correct deficiencies in the well houses to adapt to disinfection requirements.
3. maintain the storage tank.

Phase lll is for potential population growth and can be postponed until growth forces the system to
expand.

Technical Assessment:

Project Background:

The Town of Hot Springs is located in western Montana about 30 miles east of Thompson Falls. The
town has a population of about 566 residents and includes a school and a few businesses. The town is
served by a community water system. The first portions of Hot Spring’s water system were installed in
1933. The water flowed from Hot Springs Creek through wood stave piping to homes and businesses.
Wells drilled in 1939, 1963, and 1978 replaced the surface source, and the wooden pipes were traded for
various diameters of cast iron and galvanized pipe about 40 years ago. The last major upgrade was
completed in 1987 when some of the mains were replaced, and two of the wells were improved. The
Town had one detection of coliforms in 1997 that resulted in a DEQ imposed boil order. The source of
the contamination was never determined. As a result, the Town commissioned a water study that has
identified several deficiencies.

The deficiencies identified in the study include: aged distribution piping (much of it installed in the late
1930s) that has experienced about 140 breaks in the past ten years; loss of 30 percent of the water
pumped into the system is lost due to leaks in the distribution piping and galvanized services; an
undersized distribution system that does not allow for adequate fire protection; aging and inadequate
distribution of fire hydrants; dead-end mains; inadequate isolation valving; and, negative water pressure
in some parts of the system when using fire hydrants.

The water system has a high potential for contamination problems due to continual leaks, exposure of the
system to impurity during repairs, the possibility of tainted inflows due to negative pressure problems, and
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dead-end distribution lines. In addition, the leaks in the system result in inefficient use of the water and
unnecessary pumping costs.

Technical Approach:

The goals of the project are to more efficiently use the water being pumped into the distribution system,
and to reduce the public health and safety risks associated with a dilapidated distribution system. The
specific objectives of the project are to reduce the amount of leakage in the distribution system, to reduce
the risk of contamination due to exposure to impurities during repairs, to increase fire protection for the
community, to eliminate negative pressures occasionally experienced in portions of the system, and to
allow for future growth within the community. The objectives will be met by replacing a sizable portion of
the distribution system with new adequately sized water mains, replacing services, and adding new
isolation valves and fire hydrants.

A detailed evaluation of appropriate alternatives has been presented. The evaluation is adequate to
support the selected alternative. The chosen alternative will use “open-cut” methods to install new
distribution piping and services. This alternative was found to be the most cost-effective and feasible
option and is the selected alternative. The selected alternative will solve all of the problems and meet all
of the goals and objectives of the project.

Project Management:

The applicant has retained a professional consultant with experience in grant administration and project
management. A detailed management plan has been prepared that assigns specific responsibilities and
tasks to each person involved in the project. The town clerk will be responsible for project accounting and
fiscal management.

Financial Assessment:
All necessary costs have been included, and most are well documented and appear to be reasonable and

consistent with other projects of a similar nature. The funding strategy is designed so that all of the grant
funds would be available about the same time.

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $107,000 $107,000
Professional &

Technical $0 $0 $469,786 $469,786
Construction $100,000 $0 $2,146,805 $2,246,805
Total $100,000 $0 $2,723,591 $2,823,591

Benefit Assessment:

The proposed project will improve water-use efficiency by significantly reducing the amount of pumped
water that is currently being lost due to severe leaking in the system. The project will reduce the demand
on the aquifer underlying Hot Springs and will reduce the power demands of the pumps. Public safety will
be enhanced by improved fire protection.

Environmental Evaluation:

Long-term adverse environmental impacts are not anticipated as a result of this project. Short-term
disturbances such as noise, dust and vegetation disruption will likely occur during the construction period
but should be tolerable if proper precautions are taken. Most disturbances will be in areas already
impacted during original installations. The project has potential benefits due to improved water-use
efficiency, improved public health and safety, improved fire protection and increased water system
reliability.
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Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 32

Applicant Name: Wisdom Sewer District

Project Name: Wastewater System Improvements Project
Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 13,500 INTERCAP Loan

$ 235,120 Community Development Block Grant
$ 201,000 SRF Loan

Total Project Cost: $ 549,620

Project Abstract: (Prepared and submitted by applicant.)

The original sewer system, built in 1973, consists of conventional gravity sewers, 2 lift stations, a force
main to the lagoon site, and two 1.5-acre containment lagoons. A 1995 inspection by the DEQ Water
Quality Division of the wastewater lagoon showed inadequate storage capacity under current influent
flows. Neil Consultants was subsequently hired to prepare the Draft Facility Plan. DEQ issued a
Violation Letter 3-31-99 to the Wisdom Sewer District. The district has recently repaired the leaks in its
distribution lines at a cost of $16,000 and is moving forward to develop the Final Facility Plan and secure
construction financing.

The Wisdom Wastewater Facility has the following deficiencies:

1. itis undersized to handle current flows
2. itwas designed as a total retention facility, but overflow discharges have occurred
3. losses to the system also occur through leakage out the bottom of the lagoons

There is a potential for contamination of the groundwater that serves as the source of the community's
water supply. In addition, discharges from the system are onto the floodplain of the Big Hole River and
have the potential to contaminate surface water as well.

Final project design will be complete by Spring 2001. The board has chosen Alternative #4 from the Draft
Facility Plan as its preferred alternative. This calls for the construction of facultative lagoons with
infiltration cells. The final design will, in all likelihood, modify the original system of total retention to a
system more reflective of what is presently occurring with the large discharge of partially treated
wastewater to the groundwater. It will be designed to better address current standards and will provide
good treatment of wastewater without excess leakage losses.

Technical Assessment:

Project Background:

The community of Wisdom is located in southwest Montana along the upper Big Hole River. The town
lies in a broad, high mountain valley bordered by the Pioneer Mountains to the east and the Beaverhead
Mountains to the west.
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The community formed the Wisdom Sewer District in 1971 with the purpose of evaluating and eventually
constructing a centralized wastewater system. The existing system, constructed in 1973, consists of a
gravity collection system, two lift stations, a force main from the main lift station to the lagoon, and two
1.5-acre lagoon cells that were originally designed to be total containment cells.

Two inspections by DEQ since 1995 have resulted in violation letters to the district, primarily for discharge
violations. It has been determined that the existing system:
1. is undersized to handle current flows
2. is unable to function as a total containment facility due to climate and inadequate surface area to
provide adequate evaporative action
3. allows untreated wastewater to infiltrate to the groundwater due to ineffective lagoon cell lining

In 1996, an engineering firm was hired to perform a preliminary engineering evaluation of the existing
system and produce a facility plan that would address deficiencies and propose improvements. A draft
facility was submitted to DEQ for review and approval in 1997. DEQ comments and concerns related to
the draft have not been addressed. Still in draft form, that document has been submitted as technical
backup to this application.

Technical Approach:

The proposed project goal is to design and construct improvements to Wisdom'’s existing lagoon facility to
bring the system into compliance with state and federal requirements and to provide a system that
protects and enhances the aquifer and the Big Hole River.

The facility plan written in 1997 considered several alternatives, the most feasible of which were to add
treatment cells to the existing facility and either discharge treated effluent to adjacent land via a spray
irrigation system or to the aquifer via infiltration. The least-cost alternative is the infiltration option, and
this is the alternative proposed as the preferred alternative by the district in this application.

The project will require further investigation into both groundwater and floodplain issues prior to design. It
is probable that the existing facility and the proposed improvements lie within the 100-year floodplain.
Layout and design can cope with this condition; however, it is uncertain as to whether, with seasonal
flooding and high groundwater, infiltration as a method of effluent disposal will be operationally or
environmentally acceptable.

Project Management:

The Wisdom Sewer District will be the administrator of this project. A professional engineer will be
selected and hired to continue with preliminary engineering required for preparation of a final facility plan
Preliminary Engineering Report (PER). Following approval of the PER by DEQ, the engineer will be
responsible for the design, bid evaluation and construction management of the project. Actual
construction of the project will be performed by a contractor selected in accordance with local government
procurement requirements.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $ 4,000 $0 $ 30,420 $ 34,420
Professional &

Technical $ 12,600 $0 $ 57,900 $ 70,500
Construction $ 83,400 $0 $361,300 $444,700
Total $100,000 $0 $449,620 $549,620

The costs associated with this project are based on information prepared in 1996 and 1997. Construction
is scheduled for 2002. Consequently, construction cost estimates need to be updated to reflect projected
costs. Additionally, it is uncertain as to whether the preferred alternative presented in this application will,

Governor’s Budget Long-Range Planning Subcommittee
Renewable Resource Grant and Loan Program 96



in fact, be operationally or environmentally acceptable. |If it is not, land application and associated
additional costs may be required.

Residential customers currently pay $14.50 per month for sewer service. As proposed, this project will
result in an increase to $33.86 per month. The target rate for the community is $15.50 per month based
on a 1990 median household income of $23,250.

The above projected rate is based on the district's receipt of a Community Development Block Grant
(CDBG) in the amount of $235,120. Application for that grant will be made in the spring of 2001. It is
recommended that the district seek additional grant funding to keep the project affordable. The maximum
amount currently available through the CDBG Program is $500,000. That program requires a 25 percent
non-grant match on the part of the district. This, in combination with a 3 or 4 percent SRF loan with a 20-
year term for 25 percent of the total cost of the project, would result in a more affordable project.

Benefit Assessment:

The primary resource benefits afforded by this project are the protection of both groundwater and surface
water resources. The draft facility plan submitted with the application states that about 50 percent of the
total flow to the lagoon is lost through infiltration to groundwater. This outflow consists of partially treated
or, in the extreme case, untreated sewage. Additionally, due to undersizing, the lagoon has been
observed discharging untreated wastewater to adjacent land and eventually to the Big Hole River during
two inspections by DEQ in 1995 and 2000. These violations have resulted in violation letters, the most
recent on June 28, 2000. Because the primary sources of potable water in Wisdom are shallow wells, it
is a serious health hazard to allow continued contamination of the aquifer with untreated wastewater.

The Big Hole River, its fishery and other resources are of value, not only to the residents of Wisdom and
Beaverhead County, but to the other citizens of Montana as well. Agriculture depends on Big Hole flows
for the river's entire length. Butte relies on the Big Hole River as a source of potable water. To allow it to
be polluted with untreated sewage has potentially serious consequences.

The application for this grant is supported by letters from private businesses and citizens, by sportsmen,
and by local, state, and federal governmental agencies. Implementation of the project will result in
multiple benefits for the community of Wisdom and all who rely on the surface and ground waters in the
Big Hole drainage, including livestock and agriculture.

Environmental Evaluation:

Other than short-term impacts during construction, this project will benefit the environment. The project
will result in presumably minor adverse impacts to the groundwater aquifer in that treated wastewater will
be introduced. The degree of adverse impacts that will be corrected by this project are very significant.
The current wastewater treatment lagoon is overloaded. It overflows and leaks and could fail from dike
saturation. Preventing leakage will protect the waters of the Big Hole River, the aquifer, and Wisdom’s
shallow wells, in turn protecting public health. Users of the Big Hole River will all benefit from the positive
environmental effects afforded by this project.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.
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Project No. 33

Applicant Name: Teton County

Project Name: Burton Bench Aquifer Evaluation
Amount Requested: $ 99,104 Grant
Amount Recommended: $ 99,104

Other Funding Sources: $ 49,439 MBMG

$ 14,000 Teton County

$ 8,400 Montana Department of Agriculture (MDA)
$ 9,900 Teton Watershed

$ 2,500 Landowners

Total Project Cost: $183,253
Project Abstract: (Prepared and submitted by applicant.)

Located north of Choteau in the Teton River watershed, the Burton Bench project area encompasses
approximately 50,000 agricultural acres.

For over thirty years, residents have struggled with water rights conflicts arising in the Teton-Muddy Creek
drainage. Most recently, the primary concern has been the potential water quality effects from
subdivision development. The Teton County commissioners are sponsoring this groundwater evaluation
in order to comprehensively document water resource influences from all potential land uses.

Local policy makers are hampered in reviewing numerous subdivision proposals for the Burton Bench
aquifer because the lack of current water resource information precludes objective decision-making with
respect to the protection of surface water and groundwater resources. There is growing concern that as
subdivisions encroach on agriculture, groundwater levels will decline and water quality will deteriorate. If
agricultural land is taken out of production to make room for subdivisions, groundwater flow through the
system will probably decrease because currently, irrigation provides the majority of recharge to the
aquifer. Because of increased population density and industry associated with subdivisions,
acre-for-acre, subdivisions may degrade water quality more than agriculture. To provide guidance for
planning and growth, and to objectively evaluate and manage future water quality changes, it is critical
that the current water resource be assessed.

The key water quality issues are possible effects from agricultural chemicals and possible effects from
septic system discharges. A local advisory committee will be established to proactively deal with any
water resource issue as it may arise during this evaluation. The local advisory committee will also review
the work plan and activities of the investigators, helping to identify site-specific investigations of special
concern.

The data compiled for this project will complement other water projects in the Teton Watershed, helping
to establish better management programs.

The goal of this project is to improve and protect the quality of surface and groundwater in the Muddy
Creek and Teton River watersheds.

The objectives are to:
1. utilize data acquired in previous studies without duplication of effort

2. fully understand current conditions and changes that are occurring
3. develop a menu of water resource management planning options for the community.
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Technical Assessment:

Project Background:

The proposed project area is located about 20 miles east of the Rocky Mountain Front in Teton County.
The project includes the towns of Choteau, Bynum and Farmington and surrounding agricultural lands.
The Burton Bench aquifer consists of a highly permeable sequence of sands and gravels overlying less
permeable Cretaceous rock. Recharge to the aquifer is mostly derived from irrigation canal leakage and
deep percolation through flood irrigated fields. As a result, there are seasonal water table fluctuations in
the recharge area up to 10 feet annually. Discharge from the aquifer is by drains, springs, and sub-
irrigated fields in the topographically lower parts of the Burton Bench area, east of Farmington, and along
Spring Coulee, Foster Creek and portions of Muddy Creek.

Review of subdivision proposals in the project area places a strain on county planners because there is a
lack of water resource and water quality information. The Burton Bench area also has a history of water
right conflicts. In the 1980s, a study was completed that evaluated water quantity issues affecting local
residents and agricultural producers. While this study helped address some of the issues associated with
water quantity, it unfortunately did not adequately address water quality issues. In terms of protecting
surface water and groundwater resources, there is growing concern in the local community that as
subdivisions continue to encroach on agricultural lands, water quality may be impacted and groundwater
levels may decline. The Helena and Gallatin valleys are prime examples of where this is happening
today. Also, there appears to be relatively strong evidence that if agricultural land is taken out of
production to make room for subdivisions, groundwater flow through the system will probably decrease as
recharge from irrigation is reduced. In response to current public concern related to potential
groundwater contamination and changes in flow through the system, there is a relatively large consortium
of individuals who believe it is critical to evaluate potential impacts on water quality, potential for over
pumping, and the overall issue of conversion of farmland to subdivisions.

Technical Approach:

The Teton County Commissioners seek RRG funds to assess the Burton Bench aquifer system. The
overall goal of the proposed project is to provide unbiased scientific information regarding the complex
issues of area hydrogeology, baseline water quality, and flow dynamics of the Burton Bench aquifer in
relation to irrigation recharge. Specific project goals and objectives include: 1) characterizing the Burton
Bench aquifer hydrogeology using existing information, 2) testing area water quality, dating groundwater,
and comparing results to baseline data, and 3) evaluating a host of water resource planning and
management options that preserve and protect area water resources. In general, the goals and
objectives will be accomplished through inventorying existing wells and conditions in the project area,
compiling water resource and water quality data from existing reports and in agency archives, collecting
monthly and continuous water level data, conducting aquifer tests on selected wells, sampling water
quality on selected wells (50 full-suite inorganic analyses, 12 pesticide analyses, and 10 age dating
analyses), and completing a comprehensive alternatives study for protecting area water resources.

The recommendations and findings from this project will help county planners and rural residents make
informed decisions on how to ensure their water supply is protected from contamination and over use. A
host of options will be evaluated in the alternatives study, which will consider land-use changes and the
practicality, costs, and effectiveness of alternatives for protecting water quality, and if necessary,
enhancing water quality. The proposed project involves working with local community members in public
meetings and watershed meetings, which are very important because many of the proposed actions may
be voluntary and implemented by area residents. Other controls, such as institutional controls and new
infrastructure, may also be considered or recommended.

The alternatives presented for this project included not funding the proposed project, allowing the existing
lack of knowledge to persist. The second alternative presented was to stop all subdivision development
in the county. In all cases, the alternatives presented were viewed less desirable, with the second
alternative being highly unlikely. However, in a response to a question regarding the alternatives, MBMG
identified two additional alternatives focused on voluntary cutbacks of agricultural chemical use and
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construction of a centralized water and/or waste water treatment facilities. Other alternatives could also
be possible. In either case, the proposed project appears to be the best approach since it is anticipated
to provide the county and local residents valuable information that helps them make informed decisions
and develop actions that have a high likelihood of protecting and preserving area water resources.

This project is in compliance with all regulations. No permitting is required for this project. The project is
scheduled to last two years with no specified start date.

Project Management:

Teton County will administer the project, and MBMG will manage the project. MBMG will help guide the
project for the county, ensure data collection efforts are on schedule, ensure the efforts are relevant to the
goals and objectives of the project, and communicate with the county on a regular basis. The county will
assist in tracking the project schedule and provide DNRC with the appropriate reports for grant
administration.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $2,000 $0 $18,800 $20,800
Professional &

Technical $97,014 $0 $65,439 $162,453
Construction $0 $0 $0 $0
Total $99,014 $0 $84,239 $183,253

The funding strategy for this project relies on the RRG program with matching in-kind funds from the
applicant, MBMG, landowners, MDA and the Teton Watershed group. The funding strategy is
straightforward and very feasible considering the matching funds are in-kind contributions. All matching
funds appear to be secured. The original application had a relatively broad explanation of the funding
specifics, but MBMG provided a more detailed explanation of the proposed costs during the review
process. In terms of fees, this is a study, and will not affect fees on any of the county residents in the
project area.

In terms of hourly unit costs, the MBMG professional rates ($16/hour to $30/hr) are very reasonable, and
below typical private sector costs. The actual time that will be spent on the project totals about 19.1
months of professional/technical time. The RRG costs for laboratory analysis ($37,500), watershed
education materials ($3,000), and small line item costs ($4,600) appear to be reasonable. The laboratory
budget is relatively large because of the large number and type of analyses that will be completed. Travel
for this project is $5,236. The county is providing $14,000 for project administration and project
management costs. Based on MBMG providing project management service on this project, the budget
indicates the county will compensate MBMG $9,600 for its services.

Benefit Assessment:

The project will collect scientific data that are needed by county planners, area residents, and agricultural
producers. The final products from the proposed effort include baseline water quality data and
identification of alternatives and land-use recommendations that preserve and protect area water
resources. The direct benefits of this project will be far reaching both for the people in project area and
the environment. Specific resource conservation benefits include managing groundwater availability for
existing uses and future uses, and protecting and preserving water quality by developing alternatives that
preclude nutrient and agricultural chemical contamination of water resources. This project is part of
ongoing conservation efforts spearheaded by the county commissioners, Teton Watershed group and
other interest groups. By working together with the watershed group, this project is an essential
component needed to address local and larger scale water resource issues. This will benefit people,
producers, and aquatic resources and fisheries. Also, clean and plentiful groundwater helps ensure
adequate surface water and aquatic resources downgradient of Burton Bench aquifer discharge points.
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In terms of resource enhancement, the project will develop alternatives that have the potential to improve
water quality, which benefits area agricultural producers and residents. In addition, alternatives for
reducing agricultural chemical use will be evaluated. There are about 200 farms or ranches in the
50,000-acre project area. There is a strong community desire to complete this project and address water
resources as evidenced by the large number of support letters for the project and partnerships
established for the project. The goal is to take a proactive approach, work with landowners and
stakeholders, and develop reasonable conservation measures before water resources are significantly
impacted by the land-use changes currently underway in the project area.

Environmental Evaluation:

No significant adverse environmental impacts will occur as a result of activities associated with the
project.

Funding Recommendation:

DNRC recommends grant funding of $99,104 upon approval of a project scope of work, administration
and budget.

Project No. 34

Applicant Name: Elk Meadows Ranchettes County Water District
Project Name: Water System Improvements Project

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 9,399 Project Sponsor
Total Project Cost: $ 109,399

Project Abstract: (Prepared and submitted by applicant.)

The Elk Meadows Ranchettes County Water District's original water system was designed to include
three water tanks: an upper tank with a 35,000-gallon capacity; a middle tank with a 200,000-gallon
capacity; and a lower tank with a 13,000 gallon capacity. During the construction bidding process, all bids
received exceeded the initial budget limitations. The district's engineering consultant modified the project
design in order to reduce costs. Eliminated were a 200,000-gallon storage tank, a 35,000-gallon storage
tank, one well, and chlorination piping. The revised project was constructed in 1978 at a cost of
$200,000. The engineering consultant advised the district's board that operation of the revised project,
"...would give the Board three to five years operation before the storage would be undersized and give
them a chance to fund the construction of 'properly sized storage reservoirs.” In April 2000, the district
installed two new water supply wells during the initial portion of the Phase | water system improvements
program. This was priority one to correct substandard well construction. Existing submersible pumps
from the original wells were re-installed into the new wells. During the summer of 2000, priority two
improvements of this Phase | project will be completed. This includes a new 110,000-gallon tank; a
system-wide telemetry control system; central pumps and tank controls; and the installation of corrosion
control feed equipment.

The greatest safety issue facing the district is lack of fire protection. This is attributed to not only having
just 5 operable fire hydrants; but moreover, the hydrants are served by undersized mains. Another
contributing factor is the limited storage capacity.

The water storage capacity relative to domestic use is less than the minimum WQB-1 standards. The
system is grossly undersized for adequate storage for fire flow and maximum daily demand. It is also
clearly demonstrated that it is extremely unlikely that any storage capacity is available during high
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demand periods (summer months). The existing system deficiencies cited in the PER include:
inadequate storage capacity; lack of redundant booster pumps; need for surge control; undersized mains;
dead-end system configuration; lack of treatment and disinfection; and lack of emergency power.

The balance of the Phase | system improvements are based upon the conclusions derived from the
system analysis and review of alternative solutions. The consulting engineer detailed the recommended
improvements for the district's water system in the PER. The following information describes the
proposed water system improvement project:

- Expansion of the existing middle and upper storage tanks to provide additional storage capacity
for acceptable water supply during peak demand;

- Rehabilitation of the existing lower booster station by duplexing pumps and adding hydraulic
surge control; and

« Installation of chlorination.

Technical Assessment:

Project Background:

The Elk Meadows Ranchettes County Water District is located in the western part of Missoula County
near Huson. The district has a population of 100 people living in 44 homes. The district owns and
operates its water system including supply wells, storage reservoirs, and a distribution system. Fire
protection is provided by the Frenchtown Rural Fire District.

The water system was originally designed to include three water tanks with a total storage capacity of
248,000 gallons. Due to funding limitations at the time of original construction in 1978, the system was
downsized to include only one well, 13,000 gallons of storage, and a limited distribution system. Because
of increased development and subsequent demands, the system cannot meet quantity and pressure
requirements, and there is virtually no fire flow capability due to undersized lines and inadequate storage.
The existing system relies on boost pumps to supply water to its higher elevations, and there are no
provisions for emergency power. This situation would be critical if a fire broke out during a power outage.

In 1998, the district applied to both the Renewable Resource Grant and Loan Program and the Treasure
State Endowment Program for grants to fund improvements to the existing system. The project was not
funded by either program, and the district utilized reserves and borrowed money through the Drinking
Water State Revolving Fund Loan Program to construct two new supply wells, a new 110,000-gallon
storage reservoir, new tank and pump controls, and a corrosion control system.

This project consists of the design and construction of additional improvements to the system. Included
are the expansion of the storage capacity of the system to 238,000 gallons and the rehabilitation of the
lower boost pump station, including the addition of a liquid hypochlorination system.

Technical Approach:

The goals of the proposed project are to provide increased storage and system improvements necessary
for an adequate and dependable water system. With current improvements in progress, serious
deficiencies still exist in the system’s ability to meet fire flow requirements and to provide adequate flows
and pressures to all properties within the district.

The district has prioritized the project into phases. This project is a continuation of Phase | improvements
including storage expansion, construction of new supply wells, and rehabilitation of the lower boost pump
station to provide system dependability. The supply wells and a new 110,000-gallon storage tank are
being constructed in 2000 with loan proceeds. This project includes an expansion to the new storage
tank, reinstallation of a 13,000-gallon storage tank at the upper end of the system, and rehabilitation of
the boost pump station, including the addition of hypochlorination. Phase Il improvements, to be
constructed in the future with funding sources unknown at this time, will include distribution system
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improvements including line replacements and looping and installation of an emergency generator to
provide power to both supply and boost pumps during power outages.

The project will not involve any unresolvable permitting or environmental issues. Construction is
scheduled for the summer of 2001.

Project Management:

The district has developed a plan for ensuring that this project is properly managed. Two district
representatives have been appointed the responsibilities for keeping financial records and coordinating
the administration of the project with the engineer and DNRC.

The district has procured the services of a consulting engineer for design, inspection and construction
contract administration. The project will be advertised and bid in accordance with statutory contracting
requirements for a water district.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $ 2,875 $ 2,875
Professional &

Technical $0 $0 $ 5,649 $ 5,649
Construction $100,000 $0 $ 875 $100,875
Total $100,000 $0 $ 9,399 $109,399

The project consists of the design and construction of upgrades to the drinking water system for 44
homes within the EIk Meadows Ranchettes County Water District. The grant funds being requested will
be used for construction activities. The success of the overall Phase | Improvements Project depends on
obtaining the necessary grant funding to make the project reasonably affordable. Residential water users
are currently charged a monthly fee of $46.67. There are no commercial users. Based on a 1990
median household income of $33,967.00, the target rate for water service only for the district is $39.63
per month.

The district has completed a capital improvements plan and has prioritized improvements that must be
made to comply with fire flow and other regulatory requirements, including acceptable working pressures,
storage requirements and compliance with federal regulations (such as the Lead and Copper Rule).

The project is supported by a well-prepared Preliminary Engineering Report that addresses and prioritizes
the issues at stake. The district has borrowed $200,000 to begin Phase | improvements and
consequently pays above the target rate for water. With rates exceeding the target rate, the strategy of
applying for and obtaining a Renewable Resource grant is justified. The priorities that have been
established, and the costs estimated to complete them, are also justifiable. The district is attempting to
minimize the administrative costs for the project, and the engineering fee is reasonable at only 5 percent
of the total project cost.

Benefit Assessment:

The application demonstrates the inadequacies of the district’s existing drinking water system, and there
is obvious public support for the project. Through the addition of new supply wells, increased storage,
efficient chlorination equipment, efficient and dependable tank and pump controls, distribution system
improvements including looping, and the installation of emergency power, the district is making efforts to
efficiently manage its water resource.

A primary resource benefit of these improvements will be fire protection. The district is located several
miles from the nearest town in a semi-arid and forested environment. Adjacent lands to the north are
public state lands that exist for the benefit of the state’s schools. To provide fire protection will benefit not
only the residents of Elk Meadows Ranchettes but also the State of Montana.
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Environmental Evaluation:

With the exception of short-term construction impacts usually associated with heavy construction, this
project will provide beneficial environmental impacts, including adequate drinking water and fire protection
for a residential area and adjacent land, some of which is public. An environmental assessment for the
project has been completed as required for the portion of Phase | improvements being made with State
Revolving Fund loan proceeds, and a Finding of No Significant Impact, or FONSI, has been determined.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 35

Applicant Name: Carbon Conservation District
Project Name: Whitehorse Canal Reorganization

Amount Requested: $ 97,200 Grant
Amount Recommended: $ 57,200

Other Funding Sources: $ 70,000 Environmental Quality Incentive Program
109,000 Whitehorse Canal Land Owners

Total Project Cost: $276,200
Project Abstract: (Prepared and submitted by applicant.)

The Whitehorse Bench is located about five miles south of Laurel in Carbon County. The project area
consists of nearly 1,000 acres of irrigated row crops. At this point, about half of the bench is sprinkler
irrigated. This project's goal is to reorganize the system to gain higher efficiency of delivery and
application. The benefits will be increased water conservation and improved water quality.

The soils of the area are predominantly Alice fine sandy loam. The high intake rate of these soils forces
producers to over irrigate their crops. The excess water subs out adjacent landowners and develops a
high potential to impact water quality in the neighboring wells. At best, irrigators on the Whitehorse
Bench achieve an irrigation efficiency of 55 percent, which is to say 45 percent of the water applied goes
someplace besides plant production. The existing sprinkled fields operate at 85 percent efficiency.
Converting the remaining acres to sprinklers would save approximately 300 acre-feet of water per year,
which could be left in the chronically de-watered Clark's Fork of the Yellowstone River.

This project seeks assistance in reorganizing the Whitehorse Canal irrigation system. The four
landowners cannot economically make the needed improvements to the delivery system and on-farm
application system without financial assistance. The plan consists of $276,200 in projects to repair the
head works, improve the canal system and install higher efficiency irrigation practices. The landowners
have applied for $70,000 in assistance as an Environmental Quality Incentive Program (EQIP) priority
area and are committing $109,000 of their own funds to the project. This proposal seeks $97,200 in

DNRC grant funds to complete the project.
Technical Assessment:

Project Background:

The Whitehorse Canal Company was organized in 1907. The acres irrigated are located on an elevated
bench between the Yellowstone River and Clark’s Fork of the Yellowstone River. The irrigators have
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worked with the Natural Resources Conservation Service (NRCS) to identify needed system
improvements. This project will address the improvements identified.

Technical Approach:

The project will entail:

performing work on the diversion structure to protect its integrity

replacing an old, leaking siphon that is no longer needed with a ditch

replacing an existing, inadequate water wasteway with a new wastewater pipeline
converting 318 acres of flood irrigation to high efficiency center pivot sprinkler irrigation

in conjunction with the conversion of flood to sprinkler - remove 29,000 feet of lateral ditches
install 2,900 feet of buried pipeline to replace existing lateral canals

The application states that through implementation of these measures, water delivery and water
application efficiencies will be improved. The results will be increased water conservation, protection of
area groundwater from contamination, and slightly increased flows in the Clark’s Fork of the Yellowstone
River.

Discussion of alternatives was limited to only selected alternatives. The selected approaches and
alternatives are common solutions to problems associated with these types of irrigation systems. NRCS
will provide design work and input for the project. Engineering for the diversion structure work will be
done by a private engineer. The application indicates that construction work will be done primarily by
local contractors. The project schedule is well documented, with completion of all work expected by the
2007 irrigation season.

Project Management:
The project construction will be managed by a combination of the Whitehorse Canal Company board and
NRCS. Management and administration will be coordinated between the Carbon County Conservation

District and NRCS.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $5,000 $0 $0 $5,000
Professional &

Technical $2,000 $0 $2,000 $4,000
Construction $90,200 $0 $177,000 $267,200
Total $97,200 $0 $179,000 $276,200

Whitehorse Canal Company landowners will contribute $2,000 for professional/technical costs and
$177,000 for construction costs. These contributions include $70,000 to be obtained by the landowners
through the U.S. Department of Agriculture EQIP program. A decision on the landowner application to
EQIP is pending. The canal company will assess the four water users to obtain the contribution
necessary for this project based on each user’s water allocation.

The application included estimates for construction costs compiled by NRCS. Contingency costs were
factored into these estimates. All costs appear reasonable and adequate.

Benefit Assessment:

Long-term renewable resource benefits will be increased water use efficiency by converting flood
irrigation to a sprinkler system. This increased efficiency should help to prevent contamination of area
groundwater by agricultural nitrates and pesticides. A clarification of figures in the application indicated
daily flows in the Clark’s Fork of the Yellowstone River would not be increased as much as indicated (5
percent to less than 1 percent). Some resource enhancement and citizen benefits will occur, but these
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will be minimal. Quantification of water use is possible through an existing gaging device in the main
canal. The application indicates that NRCS will assist in monitoring irrigation practices as well as nutrient
and pesticide management under the EQIP program for five years, following implementation of the on-
farm practices.

Environmental Evaluation:

An environmental assessment must be completed before conducting any activities that will affect wetland
resources, and appropriate mitigation measures must be taken. The assessment should also evaluate
the possible presence of threatened or endangered species and cultural resources.

Funding Recommendation:

DNRC recommends grant funding of $57,200 upon approval of a project scope of work, administration
and budget.

DNRC recommends that the requested $40,000 of grant funds for the three center pivot irrigation systems
be sought through the DNRC Pollution Control State Revolving Fund Loan Program. Private entities may
apply for projects that convert flood irrigation to sprinkler irrigation for up to the cost of project, with a term
of up to 20 years at a 4.3 percent interest rate.

Project No. 36

Applicant Name: City of Choteau, Montana

Project Name: Water System Improvements

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000

Other Funding Sources: $ 301,665  State Revolving Fund Loan
Total Project Cost: $ 401,665

Project Abstract: (Prepared and submitted by applicant.)

The Choteau water system was originally developed in 1913. The system utilizes four wells and two
springs to provide water from the unconfined Teton River aquifer located in the north and northwest end
of the city. Water storage in the system is provided by a 500,000-gallon tank and a 250,000-gallon tank.

Water use in Choteau is extremely high, with an estimated average daily use of 579 gallons per capita
day and a peak of 1,003 gallons per capita day. A comprehensive water plan was prepared to evaluate
the condition of the system and address the high water usage rate. The plan concluded that the high
amount of unaccounted for water may be resulting from leakage in old, 1915 cast iron water mains as
well as excessive use, in that most users in the system are not metered. Replacement of the old mains
was recommended in addition to a number of other capital improvements.

A phased approach to addressing the problem is proposed to make the best use of limited financial
resources available to the community. While water main replacement remains a high priority, an initial
program of leak detection and city-wide installation of water meters is recommended. This will allow
further definition of the cause of the problem, which will enable better use of limited funds in the future.
Metering alone should result in reduction in water usage. Grants will be sought in the future for water
main replacement work.
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Technical Assessment:

Project Background:

Choteau is located 20 miles east of the Rocky Mountain Front in the Teton River Valley in west-central
Montana. The public water system was completed after incorporation in 1913. The water system
consisted of a shallow well, a distribution system and a 250,000-gallon storage tank. Springs were
developed in 1949 and 1961, and the Richem lateral collector was completed in 1969 to supplement the
water supply. All supplies originate from the unconfined Teton River aquifer and are of high quality.
Additional storage was added in 1949, and the distribution system has been expanded several times.

The water system is metered at the water works pump house through which all water passes. The users
are not metered except for a few commercial and residential connections. The average daily water
demand in Choteau is 579 gallons per capita day (GPCD). The average daily water demand in Montana
is 180 GPCD. The excess demand in Choteau is primarily a result of leakage in the delivery system and
a lack of conservation by the users. Unmetered systems tend to have significantly higher water demands.

A Comprehensive Water Plan was completed in August 1999. The plan identified humerous system
needs. The most pressing need relates to the system supply capacity. The system supplies are not
adequate due to the high water demand. This application has been submitted to enable the city to install
meters for all water users and complete a system wide leak detection survey. Installation of meters will
encourage water conservation on behalf of the users. The leak detection survey will provide the
information needed by the city and engineer to plan improvements necessary to reduce leakage in the
distribution system.

Technical Approach:

The goals and objectives of the proposed project are to encourage water use conservation and to obtain
necessary data to plan distribution system improvements to reduce leakage. Reducing the water demand
will remedy the water supply deficiencies.

The proposed approach is the only reasonable alternative. Users will tend to be more conscious of water
use when water bills are based on volume rather than flat rates. The city and engineer cannot realistically
plan for distribution system improvements without leak survey data.

There are no outstanding issues with regard to regulations, standards, or permitting that will affect the
progression of the proposed project.

Project Management:

The city will administer the project. A reasonable project administration budget has been provided. The
administration budget includes loan origination fees and capitalization of the first reserve payment but
does not include interim interest. If interim interest is necessary, the amount of the loan may be
increased. This should not create an undue hardship on the applicant or cause unnecessary delays in
the project.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $ 1,000 $0 $ 30,540 $ 31,540
Professional &

Technical $ 28,000 $0 $ 16,535 $ 44,535
Construction $ 71,000 $0 $ 254,590 $ 325,590
Total $ 100,000 $0 $ 301,665 $ 401,665

Costs of the project for consultants, materials, labor and equipment appear to be reasonable.
Administrative costs that have been identified appear to be reasonable.
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The matching funds are proposed to be provided via a State Revolving Fund loan. The SRF funding is
not in place, but the loan funds are available. The applicant appears to have the authority to incur debt
and the capability to repay debt.

The system serves 707 users, of which 557 are residential users. The average monthly residential water
bill is currently $20.08. A $3.00 monthly increase is projected as a result of this project, for an average
monthly residential water bill of $23.08.

Benefit Assessment:

The primary benefit to the city is that reducing the amount of water pumped and lost will increase the
efficiency and capacity of the supply, pumping, and distribution systems. The project will allow the city to
better manage the water resource through water conservation.

Environmental Evaluation:
There are no know long-term adverse environmental affects.
Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 37

Applicant Name: Beaverhead County Board of Commissioners
Project Name: Big Hole Watershed Management Project

Amount Requested: $100,000 Grant

Amount Recommended: $100,000
Other Funding Sources: $ 3,000 Beaverhead County Board of Commissioners
$ 25,600 MT Bureau of Mines and Geology
$ 11,850 DNRC Water Resources Division
$ 6,200 U.S. Geological Survey
$ 10,000 Big Hole Watershed Committee

Total Project Cost: $156,650
Project Abstract: (Prepared and submitted by applicant)

Natural and human-induced changes in water resource availability have caused increased concern about
how to best manage the limited water resources of the Big Hole River basin. Land in the Melrose area
that traditionally has been flood irrigated is increasingly being sprinkler irrigated or used for residential
housing. Hay pastures, near Wisdom and Jackson that used to be irrigated only in the spring and early
summer, are now irrigated throughout the summer to support increased grazing. Forestry and agricultural
practices have altered vegetation patterns and thus altered the hydrology of the basin. Recent droughts
and elevated summer temperatures have heightened concern about the survival of fluvial Arctic grayling
and other fishery resources in the river.

Changes such as these have drawn together ranchers, business leaders, sporting enthusiasts, outfitters,
government officials and others into a group known as the Big Hole Watershed Committee (BHWC). This
group, which formed following the drought in 1994, promotes the understanding of the complex
interaction between the land, water, people, vegetation, wildlife, and fisheries of the watershed.
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Through this proposal, the Beaverhead County Board of Commissioners (BCBC) is seeking funding that
will be used to support the BHWC and a computer modeling project to assess how various land- and
water-management strategies may affect the basin's hydrology. The funding will help support a
coordinator needed by BHWC to organize meetings, manage projects, disseminate information, and to
coordinate with natural resource management agencies. The coordinator also represents the group's
concerns and interests around the state, and seeks funding for social and scientific endeavors that
promote an understanding and awareness of the watershed.

The modeling project will build on the Irrigation Return Flow and Water Budget Study (RRG-98-1058) that
will be completed in December 2000. DNRC is collecting additional streamflow data in the summer of
2000 to be included as an attachment to the final report. Modeling is needed to evaluate how possible
changes in irrigation practices, recharge patterns, evapotranspiration and groundwater use are likely to
affect the hydrologic budget of the basin and the flow in the river. Development of the model will require
some additional groundwater and surface-water data collection. This modeling project was identified as a
priority by BHWC's Research and Monitoring Plan (1999).

The BCBC will contract with the Montana Bureau of Mines and Geology (MBMG), U.S. Geological Survey
(USGS), Department of Natural Resources and Conservation (DNRC), and BHWC coordinator to
complete the proposed work.

Technical Assessment:

Project Background:

The Big Hole River basin covers about 2,800 square miles in southwestern Montana. Most of its
residents make their livings through ranching, recreation, or forest industries. The highlands surrounding
the Big Hole valley lie in the Beaverhead National Forest.

The primary uses of surface water are for irrigation of cropland and pasture, flows for recreation and
fisheries, and City of Butte water supply. Because some of the diverted water recharges the basin’s
aquifer, changes in diversion, transportation, and distribution methods could have unforeseen effects on
the groundwater system that provides stream flows and water for crops in the late summer.

Local ranchers formed the Big Hole Watershed Committee (BHWC) during the drought of 1994 to
address concerns about dewatering of the Big Hole River. The following organizations also are active in
the BHWC:

» Beaverhead County Planning Board,

» Big Hole River Foundation,

e George Grant Chapter of Trout Unlimited,

e Butte-Silver Bow Water Company, and

» Beaverhead County Board of Commissioners.

The group has developed several management plans, including the Big Hole Drought Management Plan.
BHWC is an effective force in local management approaches, and was given a Watershed Stewardship
Award by the State of Montana.

Technical Approach:

The goals of the BHWC Project are to support community-based watershed management in the Big Hole
basin and to supply Big Hole water users with the necessary data to assess how land use, water
management, and climate changes might affect the basin so they can develop strategies to deal with
current and future fisheries, irrigation, residential, and municipal water use concerns.

To achieve these goals, BHWC will: (1) provide support for a coordinator (50 hours per month) to
organize meetings, represent BHWC concerns around the state, and seek funding; (2) gather additional
water-resource data (synoptic precipitation, evapotranspiration, groundwater level and streamflow) to
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calibrate the proposed computer models; and (3) develop MODFLOW hydrologic models for portions of
the upper basin and lower basin. The models will be used to evaluate how changes in irrigation
practices, land use, and vegetative cover can impact the basin's water resources.

The proposed project is a continuation of the group’s coordination efforts, and an extension of data
collection and studies to understand basin hydrology. The end result of the project will be a tool to assist
the Big Hole basin water users in water management decisions.

Project Management:

The Beaverhead County Board of Commissioners will be the lead management agency, and will contract
with BHWC, DNRC, and USGS to complete the proposed tasks. The Montana Bureau of Mines and
Geology will be the lead technical agency, and will assist the Beaverhead County Board of Commissioners
in preparing quarterly reports to submit to BHWC and DNRC Resource Development Bureau. USGS will
operate and maintain the gaging station at Mudd Creek. Personnel from the DNRC Water Management
Division will monitor flows on about 25 tributaries in the upper basin. The Montana Bureau of Mines and
Geology will collect water level measurements from about 80 wells in the upper basin, install and maintain
5 to 10 precipitation gages and develop the MODFLOW hydrology model.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $3,000 $3,000
Professional &

Technical $100,000 $0 $53,650 $153,650
Construction $0 $0 $0 $0
Total $100,000 $0 $56,650 $156,650

The budget for the technical work was estimated by Montana Bureau of Mines and Geology, DNRC, and
USGS. The matching funds are secure. The unit costs (salaries, travel expenses, supplies) appear
reasonable.

Benefit Assessment:

This project will benefit water users and the Big Hole River by supporting the continuing efforts of BHWC
in managing water use within the basin, and by providing BHWC with a tool (a basin-wide hydrology
model) to better understand how water use and changes in diversion, transportation, and distribution
methods might impact flows in the Big Hole River and groundwater storage.

The information provided by the data and watershed model will be used to plan and develop best
management practices, ensuring that water is available for domestic, agricultural, recreational, and
industrial uses. About 2,000 residents, the City of Butte (pop 34,000), and river recreationists (about
83,408 angler days annually) will benefit.

Short-term benefits will be measured in terms of the additional management plans and projects
implemented by BHWC. Long-term benefits will be related to better water and land-use planning and
management. However, the benefits from the data collection and modeling might not be obvious after the
two-year life of the project. A questionnaire will be distributed to BHWC members to determine whether
they found the project insightful and beneficial.

Reviewers noted an additional benefit; the Big Hole Watershed Committee and its successful use of
watershed modeling for improved decision-making could be a positive model for other watershed user
groups.
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Environmental Evaluation:

As discussed above, the project will benefit the environment. Without the study, lack of informed water
resources planning might result in many adverse impacts to the Big Hole River Watershed. The stream
gages might slightly impact aesthetics. However, gages will generally be installed near roads and bridges
that already visually impact the stream.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 38

Applicant Name: The Town of Hobson

Project Name: Water Exploration

Amount Requested: $70,000 Grant
Amount Recommended: $40,000

Other Funding Sources: $0

Total Project Cost: $70,000

Project Abstract: (Prepared and submitted by applicant.)

The Town of Hobson does not have a municipal water system. Residents use individual wells or spring
boxes. During the spring of 2000, at least 15 wells went dry because of a drop in the underlying water
table. In addition, many residents have reported that the remaining wells and springs have experienced
periodic problems of bacteriological contamination. The Hobson Town council is interested in
constructing a municipal water system to overcome the problem of dry and/or contaminated wells.

Review of existing water resource data indicates uncertainty about the availability of a suitable water
supply. Water of suitable quality and quantity likely exists in the Kootenai formation, at a depth of
approximately 1,200 feet. Less certain, is whether a suitable town water supply could be obtained from
the upper Colorado shale formation at a depth of 100 to 150 feet. Exploration is needed to determine
where a suitable water supply can be found to supply a municipal water system for Hobson.

Hobson proposes to conduct a groundwater investigation to try to find a suitable water supply for the
town. The Town would conduct an assessment of existing wells, which would include test pumping
several existing wells. Also, the Town would drill one or more new test wells, probably to a depth of 200
feet, and conduct a 72-hour pump test on the new well(s).

This application for a DNRC Renewable Resources grant is to conduct a groundwater investigation to try
to locate a water supply suitable for a municipal water system for the Town of Hobson. If this exploration
project is successful, Hobson plans to follow up by constructing a municipal water system. A new
municipal water system will achieve water conservation by ensuring a year-round supply of water for
residents and businesses in the community, and will improve the water quantity and quality for many
users in the community - important objectives of the DNRC program. Without the DNRC grant, the 115
households in Hobson would each have to pay approximately $610 to fund the exploration. Start-up
activities can begin in May or June 2001, and be completed in June or July, 2001.
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Technical Assessment:

Project Background:

The Town of Hobson does not have a municipal water system. Residents use individual wells or spring
boxes. During spring of 2000, at least 15 wells went dry because of a drop in the underlying water table.
In addition, the applicant stated that many residents reported that the remaining wells and springs
experience periodic bacteriological contamination. The Hobson Town council is interested in constructing
a municipal water system to overcome the problem of dry and/or contaminated wells.

Technical Approach:

Review of existing water resource data indicates uncertainty about the availability of a suitable water
supply. The applicant stated that water of suitable quality and quantity likely exists in the Kootenai
formation at a depth of about 1,200 feet. Less certain, is whether a suitable town water supply could be
obtained from the upper Colorado shale formation at a depth of 100 to 150 feet.

The three alternatives presented in the PER include:

1. no action
2. new public water supply and distribution system
3. groundwater investigation

Alternative 2 is not truly a comparable alternative for achieving the goal. However, the applicant did
provide sufficient details in the description of the groundwater investigation alternative 3 and its estimated
costs and benefits to justify its selection as the preferred alternative over the no action alternative.

The goal of the proposed water exploration project is to identify and analyze the groundwater resource in
and around Hobson. The objectives necessary to achieve this goal include the following:

1. Complete a survey of the existing wells — survey information will be used in the production of a
groundwater contour map for the aquifers underlying the Hobson area.

2. Test the water in the existing wells — including 24-hour pump tests and water quality sampling for
iron, nitrates, and bacteriological contamination.

3. Construct 2 new test wells — including design of the test wells in accordance with Montana’s
regulations, construction of 200-foot deep wells, and 72-hour pump tests.

4. Prepare a final Groundwater Investigation Report — The report will incorporate all preceding work
and data gathering.

The groundwater investigation and test wells could be used as a basis for future water system
construction or as a community source well for such things as an irrigation program or emergency water

supply.

It is hoped that the wells may be used as a source of public water in the future, therefore, a number of
requirements govern the construction and permitting. Specific requirements for groundwater supply
include the following:

. Construction of public water supply by a licensed water well driller.
. Approval of well plans by DEQ prior to construction

Any entity anticipating to use more than 35 gallons per minute or 10 acre-feet per year of groundwater is
required to obtain a Permit to Appropriate Water before any development begins or water is used.

In addition, land surrounding one of the test well locations will need to be purchased. The applicant
stated that land acquisition requirements for this location would be very minimal. The applicant provided
sufficient documentation to evaluate the sufficiency and feasibility of the proposed project to identify and
analyze the groundwater resources in and around Hobson.
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The schedule included in the PER estimates that the groundwater investigation project will be completed
during the last two quarters of 2001.

Project Management:

The Town of Hobson has proposed to contract with a qualified consulting firm for management of the
grant program. In addition, the mayor, a treasurer, and legal counsel are identified as active participants
in the administration of the project. The PER presented an outline of the project management and
financial management responsibilities.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $7,000 $0 $0 $7,000
Professional &

Technical $30,000 $0 $0 $30,000
Construction $33,000 $0 $0 $33,000
Total $70,000 $0 $0 $70,000

It appears that the unit costs for engineering, materials and construction are reasonable and adequate.
The requested funding of $70,000 would fully fund the entire groundwater investigation project.

Benefit Assessment:

This project will result in the collection of information that can be used to improve the efficiency of the use
of the groundwater resource. The information gathered will also be used to ensure adequate future
supplies of a renewable resource for domestic uses. If, as is anticipated, a municipal water supply is
constructed, the Town of Hobson will ensure proper management of the resource and will encourage
water conservation by installing individual water meters. The proposed project has received documented
citizen support and will provide a long-term quantifiable benefit to the public.

Environmental Evaluation:

The project does not have any long-term environmental impacts or any potential adverse impacts.
Funding Recommendation:

DNRC recommends reduced grant funding of $40,000. The Town of Hobson recently received $30,000

under DNRC's Emergency Grant program. Grant funds for the project will be provided after DNRC
approves the project scope of work, administration and budget.

Project No. 39

Applicant Name:
Project Name:

City of Missoula
Rattlesnake Stream Restoration and Flood Control Project

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000
Other Funding Sources: $ 40,000 Construction Donation

$ 19,000 City of Missoula Cash

$ 58,000 City of Missoula In-Kind

$ 10,000 DNRC Project Planning Grant
Total Project Cost: $ 227,000
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Project Abstract: (Prepared and submitted by the applicant.)

Rattlesnake Creek flows through Greenough Park within the City of Missoula. The park, which was
donated to the city by the Greenough family in 1902, has been the center of much debate in recent years.
On one side of the debate is the legal mandate for the park to be managed in "its natural state." On the
other side, is the City's commitment to protecting city residents and public infrastructure from the impacts
of floods.

The exceptionally high flood years of 1996 and 1997 have brought the issue to the attention of the entire
community. The residential neighborhoods and city infrastructure which have been built in the
Rattlesnake Creek floodplain during the last 60 years were threatened and ultimately damaged by severe
flooding. Portions of an asphalt parking lot eroded, causing extensive damage. Adjacent basements
were flooded due to increased groundwater flows. The management of Greenough Park as a natural
park with natural floodplain dynamics was put in the spotlight as a contributing cause of the flooding. The
City of Missoula and the Greenough Park Advisory Committee were put in a position of defending the
management of the park without much information on the hydrology or potential compromise solutions to
avoid this debate in the future.

With the help of contract consultants, we have developed a design which we feel will satisfy all parties
involved in this issue. The enclosed design report is a result of an extensive public involvement process,
including many public meetings and a survey. The study was directed by a steering committee made up
of representatives from the city, Missoula County, and Montana Department of Fish, Wildlife and Parks.
Our plan involves several flood control activities that allow for natural floodplain dynamics while ultimately
providing some protection to nearby residents and city infrastructure. As part of this flood control project,
our design calls for the restoration of a side channel of Rattlesnake Creek that is actively eroding and is at
risk of flooding even in low runoff years. In addition to the flood control steps, we propose to enhance
recreational access to the stream by revegetating damaged banks, installing bridges and reclaiming trails.

Technical Assessment:

Project Background:

The City of Missoula has been balancing ecological, flood safety and access issues surrounding
Rattlesnake Creek and Greenough Park for many years. The city, pressured by a lawsuit filed by the
Greenough family in 1955, has been striving to restore the forest to the park. In 1996 and 1997, however,
floods damaged the park and private property, highlighting the need for hydrological studies and flood
mitigation for the area. The city unsuccessfully applied for DNRC grant funding during the last grant
cycle.

The city realized that more thorough planning and documentation were necessary. To that end, it
retained a consultant to perform a study, compile public input and recommend design procedures for
restoration and damage control in Greenough Park. The city funded the study with city money, volunteer
work and assistance from a DNRC planning grant.

Technical Approach:

The goal of the Rattlesnake Creek Project is to provide for conditions in Greenough Park that will allow
Rattlesnake Creek to meander naturally within the park, while providing some level of protection against
catastrophic flooding. To achieve this goal, the city proposes the following 8 tasks:

1. Remove the dike on the left side of the creek, to return the eastern floodplain area to a more
functional state;

2. Construct a rock weir at the upper channel split to prevent downcutting and to maintain the
current flow proportion between the main and side channels;

3. Replace a culvert that restricts flow in the east floodplain main channel with a bridge;
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4. Raise the grade of Monroe Street 2 feet to mitigate the overtopping and flooding of private
property. Construct a relief channel to guide overflows back to the side channel and eventually
back to Rattlesnake Creek;

5. Replace, remove, or stabilize existing concrete weirs in the overflow channel;

6. Stabilize a section of Rattlesnake Creek that is chronically unstable;

7. Relocate the unstable lower reach of the side channel, revegetate the surrounding area with
native plants, and provide a landscape contour along the side channel to mitigate flood
potential; and

8. Reconstruct the lower side channel to a deeper and narrower shape.

An alternative location for the side channel relocation was investigated but discarded because of impacts
to a parking area.

Construction is estimated to take about three weeks.
Project Management:

The Missoula city forester will administer the construction and oversight contracts for the project. The city
of Missoula will contract for oversight of the construction phase of the project.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $0 $0 $19,500 $19,500
Professional &

Technical $0 $0 $51,000 $51,000
Construction $100,000 $0 $56,500 $156,500
Total $100,000 $0 $127,000 $227,000

The proposed unit costs (manpower, materials, supplies, etc.) appear reasonable. The City of Missoula,
the contractor and the consultant have committed funds for specific parts of the project.

Benefit Assessment:

The restoration of the Rattlesnake Creek floodplain will conserve and protect natural resources, and
serve as an example of proper floodplain and stream management. Hundreds of daily visitors to
Greenough Park, including children, hikers, bicyclists, birdwatchers, anglers and others, will view the
natural system within a developed area that is protecting fish habitat and reducing flood hazards.

The project will stabilize the east channel and portions of the main Rattlesnake channel, and will
revegetate the area with native plants. Channel stabilization will allow reconnecting of the irrigation
system, which will further help to re-establish vegetation (irrigation reconnecting will be a separate
project).

The upper portion of the east channel, which was cut by the 1996 flood, has become an important
recreational and aesthetic attraction as well as an important spawning area for wild trout from the Clark
Fork River. The project will restore the lower reach of the east channel to a condition similar to the upper
reach, providing smaller gravels and lower flow velocities conducive to spawning trout.

The revegetation will improve valuable wildlife and bird habitat.
Greenough Park is considered the jewel of Missoula's public park system, and carries historic value as
well as an abundance of natural resources not normally found in urbanized areas. The park serves the

100,000-plus residents of Missoula and visitors from other parts of Montana.

Environmental Evaluation
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During construction, minor short-term sedimentation of the creek might occur. This will be minimized with
erosion control measures. Construction will be timed to minimize impacts to spawning. No long-term
adverse environmental effects are anticipated.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 40

Applicant Name: Lockwood Water and Sewer District
Project Name: Sanitary Sewer Trunk, Arterial and Collector System Project

Amount Requested: $ 100,000 Grant

Amount Recommended: $ 100,000
Other Funding Sources: $ 51,000 District
$3,801,000 EPA Grant
$1,000,000 EDA Grant
$ 500,000 Treasure State Endowment Program Grant
$3,236,453 Rural Development Loan

Total Project Cost: $8,688,453
Project Abstract: (Prepared and submitted by applicant.)

The Lockwood area is the largest unsewered community in the state. The Lockwood Water and Sewer
District's goal is to develop a wastewater collection, treatment and disposal plan to serve the district's
service area through the year 2017. The primary plan elements involve maintaining the water quality of
the Yellowstone River, providing a wastewater collection system and a wastewater treatment and
disposal system in an environmentally acceptable manner, and providing capacity to serve a moderate
increase in population.

The entire population within the district boundary is not currently served by any publicly owned and
operated wastewater collection, treatment, and disposal system. Each resident or business within the
district's boundary relies on septic tanks and drainfields or experimental wastewater disposal systems.
The estimated wastewater production within the district was determined by examination of the Lockwood
Water Users Association's (LWUA) past water production records along with accepted values for per
capita wastewater generation. If a wastewater collection system were in place, the 1996 estimated
wastewater flow would be in the neighborhood of 516,100 gallons per day.

If a public wastewater collection, treatment, and disposal system is not constructed, septic tanks and
drainfields will remain the only method of wastewater disposal available in Lockwood. The Facilities Plan
has shown a high percentage of drainfield failures in the Lockwood planning area. It is expected that the
number of failures will continue to increase as more and more building takes place.

Additional drainfields increase the potential for groundwater pollution. Soils studies contained in the
Facilities Plan have shown the questionable areas where construction of a normal drainfield has not been
possible. Continued construction of non-conforming drainfields will further increase the potential for
groundwater pollution.

Population projections for the Lockwood area made by Yellowstone County do not accurately reflect the
actual population in the district. Existing population within the district was estimated using water usage
records provided by LWUA, school population trends, mobile home park unit counts, and other methods
of estimating current population. Records from both LWUA and the Lockwood School District show a
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population trend increasing in the range of 2.4 percent per year. It is expected that once sanitary sewer
service is available in the district, the population will continue to increase.

Major commercial growth has occurred near the Johnson Lane Interchange and is expected to rapidly
increase once sanitary sewer facilities are available.

A sampling of records from the Yellowstone County Sanitarian (approximately 25 percent) has shown
numerous failures of the on-site wastewater disposal system in the past. Further examination of this
sampling has shown that some systems have failed more than once. A number of the existing systems
that have failed are now operating as non-conforming septic and drainfield installations. There is concern
that nitrogen levels in the groundwater may be rising to unacceptable levels, and may affect residents that
are served by groundwater wells. This has not been a major concern for LWUA, which uses the
Yellowstone as its water source and owns and operates a modern water treatment plant and distribution
system within most of the populated planning area.

Being a newly formed water and sewer district, there is no existing Montana Pollution Discharge
Elimination system permit, nor is there a need for one, as the district has negotiated a contract with the
City of Billings for treatment and disposal.

Technical Assessment:

Project Background:

This project will take place in the unincorporated community of Lockwood, located just southeast of
Billings. The recently formed Lockwood Water and Sewer District is undertaking this project to provide a
central sewer system to serve the community. District population is over 5,000.

Residents rely on septic systems for wastewater treatment and disposal, and the area has been plagued
with numerous septic system failures due to poor soil conditions. The lack of a central sewer system has
limited residential and commercial development.

This project is the first phase of a four phase project that will provide a central collection system to serve
Lockwood. Wastewater will be pumped to the Billings wastewater treatment plant. The first phase will
include a sewer trunk main from Johnson Lane to the Billings treatment plant, two main pumping stations,
and a crossing of the Yellowstone River. It is assumed this phase will provide service to the business
district on Johnson Lane. The remainder of the collection system will be completed in three separate
phases. No definitive schedule was provided for future phases.

Technical Approach:

The goal of the project is to provide a central sewer system for the Lockwood community. Completion of
the system (or specific phases) will allow abandonment of failing septic systems and will facilitate
residential and commercial development. Economic development will result from commercial and
business development.

The Facility Plan provided an excellent development of alternatives for meeting district needs. The plan
provided alternatives for the collection system, several alternatives for providing wastewater treatment,
alternatives for final disposal and alternatives for crossing the river.

The district opted to complete a collection system and transmission main to transport wastewater to the
Billing wastewater treatment plant. This option is the least-cost alternative. The district has recently
negotiated an agreement with the City of Billings to provide wastewater treatment for Lockwood.

The Lockwood collection system will consist of a series of collector sewers, sewer mains, arterial sewers
and a trunk main. The system will use two pump stations and will pump the sewage across the
Yellowstone River to the Billings treatment plant. The Facility Plan has been reviewed and approved by
the Department of Environmental Quality.
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The facility plan (October 1998) presented a project schedule, with funding secured in January 2000 and
construction completed by March 2003. It would appear that this schedule is off by at least one year, and
the earliest that completion could take place may be by March of 2004.

Project Management:

The applicant has identified a project management plan and key members of the project team to handle
the major tasks of the project administration. The engineer will be responsible for oversight of
construction activities and contractors. The applicant has identified its attorney and bond council. The
applicant will hire a grant administrator or certified public accountant to manage grant coordination.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match RD Loan Total
Administration $0 $0 $0 $0
Professional & $22,905 $0 $0 $22,905
Technical
Construction $77,095 $0 $3,236,453 $3,313,548
Total $100,000 $0 $3,236,453 $3,336,453

The applicant has presented a budget and funding strategy to meet the needs of the proposed project.
There are no major irregularities or concerns. At this time, it appears that the district is likely to receive
the $3.8 million EPA grant if the district can match 45 percent of the construction cost. For this project,
that match would be $2.9 million. The district has applied for a $3.2 million Rural Development (RD) grant
in which $2.9 million is budgeted for construction as the match for the EPA grant.

The district has applied for an Economic Development Administration (EDA) grant. The 50 percent match
requirement will be met with the RD loan. The district has a reasonable expectation of receiving both the
EPA and the EDA grants. The district has also applied for a $500,000 TSEP grant.

This project, when fully completed, will serve a current population of about 5,000 people. Currently, 1,300
households rely on on-site septic systems. The current rate for sewage disposal is $0/month. With the
proposed project, the estimated sanitary sewer user rate will be between $43/ and $46/month. The
service area receives water service from the Lockwood Water Users Association. The average monthly
water user rate is $35/month.

The unit prices presented in the construction cost estimate appear reasonable. The costs in the
application have been updated from the 1998 Facility Plan to reflect current costs. The fees budgeted for
design and inspection are reasonable for a project of this size and complexity.

Benefit Assessment:

This project will benefit the residents and land owners of the Lockwood community. It will increase
property values, allow construction on otherwise unusable lots, encourage economic growth and expand
employment opportunities. This project, when fully built, will eliminate the need for septic systems in the
service area.

The project will also return a large volume of water to the Yellowstone River after being treated by the
Billings Wastewater Treatment Plant to meet DEQ standards. This will increase instream flow for other
uses downstream.

Environmental Evaluation:

The application did include a Uniform Environmental Checklist. This checklist noted only two potentially
adverse impacts. A portion of the sewer will go through an area of contaminated soils near the Town
Pump gas station, which is currently being mitigated by EPA. To prevent any problems, the sewer will
use special pipe materials and gaskets within the contaminated area. The second potential impact is the
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fact that, once the sewer system is completed, the area will likely experience population growth, which
may increase enrollment at area schools. The checklist does not discuss the crossing of the Yellowstone
River. The project is likely to use directional drilling and impacts should be minimal.

The checklist also noted several potential benefits. These potential benefits included reducing leaking
septic systems, providing employment opportunity and economic growth, promoting development and
increasing the local tax base. The environmental impacts associated with this project are primarily
beneficial. Potentially adverse impacts will be minimized through design and construction management
practices.

Funding Recommendation:

DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration
and budget.

Project No. 41

Applicant Name: Stillwater County Commissioners
Project Name: Improving Soil Productivity and Water Quality in South Central Montana Through
Land-Use Changes

Amount Requested: $ 99,870 Grant
Amount Recommended: $ 99,870
Other Funding Sources: $ 26,664 Montana Bureau of Mines Geology

$ 5,000 Stillwater County
$ 50,000 U.S. Forest Service
Total Project Cost: $181,534

Project Abstract: (Prepared and submitted by applicant.)

Since the 1950s, serious saline-seep conditions have developed in the Lake Basin of south central
Montana. With the extensive loss of land productivity and the advent of the Conservation Reserve
Program (CRP), much of the salinized land is now being returned to rangeland. Stillwater County
proposes to document these changes and to develop Best Management Practices to further reduce
saline-seep growth. Current land use in this area is dominated by small-grain crop and by livestock
production. Most producers in the area require a mixture of grain and livestock production for feasible
economics. Traditional cropping patterns result in land being left fallow every other year to enhance soil
moisture. This is in contrast to the native conditions of limited infiltration through the sod developed
below the prairie grasslands. A negative byproduct of the crop/fallow system has been the development
of saline seeps in groundwater discharge areas. These seeps develop because excess water infiltrates
into recharge areas and mobilizes salts containing high concentrations of selenium, nitrates, and sulfates.
These constituents can build up in lakes, springs, seeps, sediment, and forage to concentrations that are
toxic to livestock and wildlife. Other antagonistic minerals can block the uptake of required trace metals
necessary for healthy livestock and wildlife. Part of the evaluation will be to expand previous localized
study plots for a comprehensive overview that compares current land uses to water quality in the Lake
Basin. The project will evaluate the area for development of potable water supplies for livestock and
sources of contamination associated with saline seeps including surface water, groundwater, and
sediment. With this information, changes in land use from the current crop/fallow system to a system
more similar to native conditions can be used to determine the viability of a major change in land use.
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Technical Assessment:

Project Background:

The proposed project is located in south-central Montana, encompassing the Lake Basin area. The study
area includes the towns of Rapelje and Molt, Hailstone and Halfbreed wildlife refuges, Big Lake, and
surrounding agricultural lands. The project area is severely impacted by saline seeps, where salts are
pulled upward and concentrated at the surface by evaporation of shallow groundwater. The shallow
groundwater is caused from excess groundwater recharge. The salts leave a white crust on the surface
and kill most, if not all, vegetation, and contaminate stockwater and surface water with selenium, nitrates
and sulfates. The spread of saline seeps in this area is well documented in research conducted by the
MBMG, Montana State University, U.S. Geological Survey, Natural Resource Conservation Service, and
USFWS.

Initial research was completed in the 1970s, followed by work in the 1980s. Past efforts have studied
saline seep impacts on a relatively small scale, typically one square mile or less. The findings show the
saline seeps are caused by a combination of cultural, climatic, soil and hydrogeologic conditions. In
general, this problem happens when moisture not used by plants migrates down through the soil profile.
Once the moisture is 4 to 5 feet below ground surface, it is below the root zone of most cereal grains and
cannot be used by these crops. The water usually continues to migrate downward, dissolving salts on the
way. The moisture often reaches an impermeable or less permeable layer, such as shale, creating a
shallow groundwater zone. The groundwater moves laterally, leaching additional salts along the flow
path, and eventually resurfaces downslope to form a saline seep in the discharge area. Existing studies
indicate it may take years for the water to travel from the recharge area to the discharge area. Saline
seep impacts can be exacerbated by cropping practices, such as land being left fallow every other year to
enhance soil moisture.

In addition to loss of soil from saline seep, local veterinarians have recorded damage to livestock caused
by high levels of minerals in water supplies and forage. Some minerals are referred to as antagonistic
minerals, which block the uptake of required minerals for healthy livestock. Other impacts in the area
include elevated levels of selenium, toxic minerals in wetlands and difficulty providing clean stockwater to
cattle. Landowners have worked to reduce and eliminate summer fallow, grown alfalfa to increase water
uptake, replaced cropland with CRP, and in some cases, converted cropland to livestock production.
These efforts helped to address saline seep issues on a local scale. However, work on the Lake Basin
scale is needed to better characterize the cause and effect of saline seeps, propose best management
practices, work with landowners on land use changes, and develop new sources of stockwater for area
ranchers.

Technical Approach:

The Stillwater County Commissioners seek RRG funds to assess ways to mitigate saline seep impacts in
Lake Basin and identify new stockwater groundwater resources. The project goals and objectives
include: (1) characterizing the hydrogeology, (2) documenting land-use influences on water quality, (3)
documenting and mapping stockwater resources, and (4) evaluating the feasibility of changing land uses
to improve water quality and soil productivity in the basin. In general, the goals and objectives will be
accomplished through:

inventorying existing wells in the project area

compiling existing data

installation of 20 to 30 monitoring wells

monthly and continuous water level monitoring

conducting 20 to 30 short-term aquifer tests and about 10 to 15 slug tests
water quality sampling

land-use mapping

mapping area aquifers

completing a feasibility study

©CoNooR~WNE
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The goal of the proposed project is to provide unbiased scientific information regarding the complex
issues of basin hydrogeology, development of saline seeps and identifying potable water for livestock. In
turn, the county and rural residents can make informed decisions on how to mitigate salinity problems,
protect area water quality, and ensure an adequate stockwater supply. A host of mitigation alternatives
will be evaluated in the feasibility study, which will consider land-use changes and the practicality, costs
and effectiveness of the available options. Example efforts include increasing livestock production,
promoting CRP as an alternative to cropping, alternating crop production and planting crops that
maximize water use (e.g., alfalfa). The proposed project involves working directly with local community
members in public meetings, which is very important considering they will be the ones who voluntary
implement the project recommendations.

The alternatives presented in this proposal included: (1) not funding the proposed grant, allowing the
existing conditions to persist and likely worsen, or (2) implement a smaller scale effort, similar to past
efforts. The alternatives presented did not offer a viable solution to the problem.

This project is in compliance with all regulations. The installation of monitoring wells will require a
licensed monitoring well constructor on site. No permitting is required for this project. The project
schedule is proposed to begin in mid 2001 and be completed in mid 2003.

Project Management:

Stillwater County will administer the project and MBMG will manage the project. MBMG staff has
substantial experience managing RRG projects and scientific research efforts. MBMG staff will help guide
the project for the county, ensure data collection efforts are on schedule, ensure the efforts are relevant to
the goals and objectives of the project, and communicate with the county on a regular basis. The county
will assist in tracking the project schedule and will provide DNRC with the appropriate reports for grant
administration.

Financial Assessment:

Budget Item RRGL Grant RRGL Loan Match Total
Administration $5,000 $0 $5,000 $10,000
Professional &

Technical $94,870 $0 $76,664 $171,534
Construction $0 $0 $0 $0
Total $99,870 $0 $81,664 $181,534

The funding strategy for this project relies on the RRG program with matching funds from the applicant,
MBMG, and a large match from USFWS. The funding strategy is straightforward and very feasible.
USFWS funds are not secured at this time, but USFWS has provided a letter anticipating that it will help
fund the project. In addition, MBMG has an excellent history working with and retaining USFWS funding.
All other matching funds are secured. The original application had a relatively broad explanation of the
funding specifics, but MBMG provided a more detailed explanation of the proposed costs during the
review process. In terms of fees, this is a study and will not affect fees on any of the county residents in
the project area. Hourly rates are reasonable.

Benefit Assessment:

The project will collect scientific data that are needed by the county and area agricultural producers to
evaluate alternatives and land-use changes that mitigate soil and water quality impacts from saline seeps.
As part of the project, area water resources will be evaluated to provide replacement stockwater in areas
impacted by saline seeps, and as a means to convert cropland to ranchlands, if it is beneficial. Resource
conservation benefits would be realized by reversing saline seep conditions. Existing uses and future
renewable resources on agricultural land will be protected by the identification of stockwater for cattle.
Future Montanans will benefit from the project, and the effort supports prior implementation actions that
manage renewable resources and have addressed some impacts.
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In terms of resource enhancement, the project will develop alternatives that improve water quality and soil
conditions/productivity, which benefits area agricultural producers and residents. There are about 70
farms or ranches in the 255,000-acre project area, and there is a strong community desire to address soil
and salinity impacts. Recommendations and actions developed from this project will take several years to
be implemented, but the long-term benefits of addressing saline seep impacts and need for alternative
stockwater are worthwhile, based on the benefits to future Montanans and local citizens. The benefits
will be quantified as salt encrusted lands are improved into productive lands. This will result in direct and
indirect benefits to area residents, cost savings, and improved land productivity for local citizens and
agricultural producers.

Environmental Evaluation:

No significant adverse environmental impacts will occur as a result of activities associated with the
project.

Funding Recommendation:
DNRC recommends grant funding of $100,000 upon approval of a project scope of work, administration

and budget.

Project No. 42

Applicant Name: City of Whitefish

Project Name: Whitefish Beach Stabilization Project

Amount Requested: $ 58,650 Grant

Amount Recommended: $ 58,650 Grant

Other Funding Sources: $ 5,300 City of Whitefish in-kind
Total Project Cost: $ 63,950

Project Abstract: (Prepared and submitted by applicant.)

The City of Whitefish is requesting assistance through the DNRC Renewable Resources Grant and Loan
Program for a proposed shoreline stabilization plan along City Beach in Whitefish. The primary objective
is to improve water-quality of Whitefish Lake and the Whitefish River through mitigation of a significant
source of fine sediment. In January 2000, the City of Whitefish received funding through the DNRC
Project Planning Grant program to assess existing conditions and develop preliminary conceptual designs
for stabilization of the shoreline at and adjacent to City Beach. In conjunction with the City of Whitefish,
Land & Water Consulting, Inc. (LWC) conducted a feasibility study of the shoreline to determine if a
problem did in fact exist and if so, to recommend and develop appropriate water quality mitigation
measures. As further described in this application, preliminary studies completed by LWC indicate that
due to the high energy nature of the shoreline and conversion to a sand-beach environment, sediment
loading to Whitefish Lake and the Whitefish River is occurring annually. The magnitude and rate of
sedimentation appears to be strongly governed by wave action, longshore tendencies of lake currents,
and level of recreational use based on preliminary investigations completed for the project area.

Based on the results of this preliminary technical review, the City of Whitefish has developed a
preliminary design(s) that will achieve multiple resource benefits including:

» Preserving the habitat and water quality of Whitefish Lake, a designated water-quality impaired
freshwater lake (303(d) list for siltation) by mitigating a significant source of fine sediment;

» Protecting the Whitefish River, a designated water-quality impaired stream (303(d) list but not for
siltation), by mitigating a significant source of fine sediment; and
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e Ensuring the continued beneficial use of City Beach and Whitefish Lake for the citizens of
Whitefish and Flathead County.

To accomplish these goals, the following tasks have been identified and are the focus of this grant
application:

1. Collect public input concerning the preferred alternative;
2. Develop and finalize shoreline stabilization design and engineering specifications; and
3. Construct the project, including permitting, materials, contractor costs, and labor.

Technical Assessment:

Project Background:

Whitefish City Beach is located along the southern shoreline of Whitefish Lake. Whitefish Beach is an
area that has been converted from the natural environment of a vegetated gravel to pebble shoreline to
an artificial sand beach that is highly prone to erosion.

Sand imported to the Whitefish City Beach undergoes suspension into the lake, and is transported along
the shore toward the Whitefish River outlet. Whitefish Beach sand appears to contribute to sedimentation
in the Whitefish River. In addition, the loss of sand on Whitefish Beach has resulted in the cost of
importing sand to the Beach annually and excavating sand from a boat ramp.

Both Whitefish Lake and the Whitefish River are defined as water bodies that are not meeting state water
quality standards or their intended beneficial uses by the Montana Department of Environmental Quality
(DEQ). The Whitefish River is affected by various metal and organic contaminants, and Whitefish Lake is
affected by siltation. DEQ personnel state that even though the Whitefish River is not listed for
sedimentation as an impairment in the current draft 303(d) list, “sediment suspended from Whitefish
Beach appears to be a significant source to the river.”

Technical Approach:

The overall goal of this project is to preserve the habitat and water quality of Whitefish Lake and the
Whitefish River by mitigating erosion of fine sediment from Whitefish Beach, while maintaining continued
beneficial use of City Beach and Wh